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THE MERCANTILE BANK OF INDIA, LIMITED + 
(REGISTERED IN LONDON, UNDER THE COMPANIES ACTS OF 1&62 TO 1890, ON 2ND AON 1e€92) K 
Head Office: 15, Gracechurch Street, London, E.C. 3. Agents in New York: Bank of Montreal, 64, Wall Street 
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THE CHARTERED BANK OF INDIA, } 
AUSTRALIA & CHINA 


Incorporated in England by Royal Charter, 1853. 


ROYAL INTEROCEAN LINES. 
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to East—& South AFRICA 
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and South AMERICA £4,000,000 
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with the wellknown luxury-liners 
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HEAD OFFICE—LONDON 
38, Bishopsgate, E.C.2. 
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lessee 28, Charles II Street, 52, Mosley Street 2, $ 
“RUYS” Haymarket, S.W.I. Liverpool Branch: 
27, Derby House, Exchange Buildings. 
iday— : BRANCHES: 
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INDOCHINA JAPAN 
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Colombo Saigon 
| itiawan THALLAND 
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Rangoon Teluk Anson Bhuket Yokohama 


beautiful island of BALI 


NEW YORK AGENCY: 65, Broadway, New York City, 6; N.Y.; U.S.A. 
Duration roundtrip about one month, 


HAMBURG AGENCY: Borsenbrucke 2A, Hamburg, II. 


’ with about one week in BALI 


Agents: HOLLAND EAST ASIA LINE. 


Far East—Europe v.v, 


HONGKONG 
King’s Building, ground floor. 
Telephone: 28015—28016—28017. 


FOREIGN EXCHAMGE and General Banking 


Business transacted. 


CURRENT ACCOUNTS opened and FIXED 
DEPOSITS received for One Year or shorter periods 
at rates which will be quoted on application, 

SAVINGS ACCOUNTS also opened in _ Local 
Currency with interest allowed at rates obtainable on 
application. 

The Bank’s Head Office in London undertakes 


EXECUTOR AND TRUSTEE business, and claims re-- 


covery of British Income Tax overpaid, on terms which 
may be ascertained at any of the Branches. 


A. J. BIRD, 
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WHEREVER in the World British Mer- 
chants have gone on their lawful occasions 
they have gained repute by their qualities of 
commercial honesty and efficiency. 


CARRYING with them the British tradition 
of Law and Justice, of family life and the 
spirit of sportsmanship they have established 
the British way of life among the people with 
whom they dwell. 


SINCE Trust Corporations have won the 
confidence of the public of Britain as their 
Executors and Trustees, it was natural that 
the benefits they confer should be made 
available to the people of the Colony of Hong 


Kong, the Far East and all who have interests 
. there. 


IT WAS also fitting that The Hongkong & 
Shanghai Banking Corporation should be the 


pioneers in promoting such a Trust Corpora- | os 
tion on the China Coast whereby fiduciary FOR EXTRA SERVICE 
services of every description are made avail- g 
able to all by the. 


HONGKONG & SHANGHAI BANK, HONGKONG 


(TRUSTEE) LTD. 
VIGA LTD. 
THE HONGKONG & SHANGHAI BANKING CORP. BLUE FUNNEL LIND 
: DE LA RAMA LINE 
HONG KONG and CATHAY PACIFIC AIRWAYS. LTD. 
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701-707 Edinburgh House, Hong Kong 
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SHIPPING 
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GIBB, LIVINGSTON & COMPANY, LIMITED, 


Established 1836. 
P. & O. Buildings, Hong Kong. Tel. Add: ‘‘GIBB’’ 


IMPORTS 


TEXTILES & YARNS OF ALL CLASSES, RAW 
COTTON, RUBBER, COAL, TIMBER. CHEMICALS 
AND DYES, LINSEED OILS, LITHOGRAPHIC 
VARNISHES, FOODSTUFFS AND PRODUCE, 
METALS, SUNDRIES. | 


EXPORTS 


CHINA PRODUCE, COTTON PIECEGOODS, MADE 
UP GARMENTS, RUBBER FOOTWEAR, EGG 
PRODUCTS, HOG CASINGS, ESSENTIAL OILS, 
GINGER, MANUFACTURED GOODS, TEA. 


SHIPPING: 
BURNS, PHILP LINE. 


INSURANCE: 


PHOENIX ASSURANCE COMPANY, LIMITED. 
NORTHERN ASSURANCE COMPANY, LIMITED. 
NORTH CHINA INSURANCE COMPANY, LIMITED. 


WINES & SPIRITS: 
TENNENTS BEER. 
SCOTTISH CREAM WHISKY 
BERTRAMS WINES. 
SUNDRIES: 
BITULAC PAINTS. 
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Authorised Capital 
Paid- Up Capital 


Reserve 


Undivided Profits 


HEAD OFFICE—HONG KONG 


Mr, Kan Tong Po—Chief Manager 
Mr. Li Tse Fong—Manager 


Mr. Kan Tong Po 

Mr. Li Tse Fong 

Mr. Wong Yun Tong 
Mr, Huynh Tai 


Board of Directors — 
Hon. Sir Shouson Chow, Kt. LL.D. (Chairman) - Mr. Li Koon Chun 
Mr. P. K. Kwok 
Mr. Li Lan Sang 
Mr. Fung Ping Fan 


Mr. Y. K. Kan 


FOREIGN EXCHANGE AND GENERAL BANKING BUSINESS TRANSACTED 
CORRESPONDENTS THROUGHOUT THE WORLD 


$ 50,000,000.00 
$ 10,000,000.00 
$ 5,000,000.00 
982,391.96 


THE BANK OF EAST ASIA, TD. 


(Incorporated in Hong Kong on.14th November 1918) 
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IMPACT OF THE KOREAN WAR UPON HONGKONG’S ECONOMY 


_ War never leaves the world as it found 
it. This has become almost a truism to 
a generation that has grown up under the 
effects of two mighty conflicts, and which 
dwells now under the shadow of a ‘‘cold 
war’’ and the prospect of a third world 
war that may well bring down 
our present form of civilisation. 

Even a minor outbreak must have an 
effect beyond its borders; and _ this is 
proving true in the case of the Korean 
war, which is in effect altering the eco- 


nomy of the nations bordering upon the 


scene of action as well as upon those 
further off. 


In the case of Hongkong, which as a 
trading post has for over a_ hundred 


in ruins 


years been closely. connected with China 


and Korea, the impact of this war 
threatens to change its economic structure 
from that of mainly an entrepot to a 
manufacturing centre. The embargo upon 
trade with China, Hongkong & Macao 
imposed by the United States; and the 
import/export controls introduced in 
Great Britain and Malaya and _ followed 
in the Colony itself by ever stricter 
controls, must inevitably affect the lat- 
ter’s status as an entrepot unless admin- 


istered with a sympathetic understanding 


of the situation. 

As a matter of foresight, the larger 
concerns in Hongkong, whether British, 
Chinese or any other nationality, have 
been accustomed to purchasing and hold- 
ing considerable stocks of goods for re- 
lease when the need arose or when Cir- 


- eumstances appeared favourable. This is 


in line with the procedure adopted in all] 
siete of the world and lends stability to 
commercial relations, especially in times 
of trouble such as the present. Where 
China is concerned, this method was 
particularly important, as 
merchants have been in the habit of 
forecasting the needs of that vast coun- 
try, as far as was humanly possible, con-. 
sequently as soon as trade with China 
began to look up and reconstruction com- 
menced, the materials were ready or 
goon available for the purpose. Such 
experience should not lightly be pushed 
aside, especially as the Far East as a 
whole has been able to take advantage of 
Hongkong’s unrivalled position as a 
warehouse. Even the United States, 
which has been so drastic in cutting down 


Hongkong’ 


shipments under its embargo, has bene- 
fited from Hongkong’s foresight. Last 
year, in retaliation for the American em- 
bargo, the Peking authorities cut down 
exports of woodoil to the United States, 
and had it not been for the large stocks 


held in Hongkong, the lack would have. 


been severely felt. This is only one 
item; many others might be cited in 
which Hongkong has served not only the 
United States and the Far East but coun- 
tries in Europe as well. 

This does not 
Hongkong is not willing to assist the war 
effort. On the contrary, in spite of its 
peculiar situation, the Colony was among 
the first to apply trade controls in sym- 
pathy with the action of the United 
States. 

The Korean war commenced a year ago 
in June. In July, the Colony acted by 
prohibiting the export of oil to China. 
It is possibly worth a passing mention in 
this connection that it was American 
vessels, not British, that were found at- 
tempting to carry oil from the U.S to 
China. 

In December, the local authorities 
prohibited the export of various 
military requirements such as water bot- 
tles (military type), steel helmets and 
radio transmission sets. This was an ex- 
tension of existing controls. Again in 
April, emergency regulations were intro- 
duced to tighten existing regulations and 
to prevent smuggling, which always 
thrives under controls and which the geo- 
graphical situation of the Colony makes 


it difficult to check without drastic 


introduced to 


penalties such as were 
in June of 


penalise offenders. Finally, 
this year, fresh controls were imposed 
covering a long list of articles to be 
imported or exported only under licence. 
Merchants are still in doubt as to how 
far-reaching the effects will be and whe- 
ther these new regulations will be inter- 
preted widely or applied within narrow 
limits. 

It is interesting to note that these 
gradually tightened controls, though 
severe, have created less excitement than, 
the very drastic application of the Amer- 
ican embargo against Hongkong, when 
shipments en route were offloaded at 
various ports and only now have some of 
the materials destined for the Colony 
been released. Merchants who found 


of course. that 


Tepairs to ships. 


themselves under the necessity of filling 


eontracts were in doubt as to how to do 


this, and manufacturers went through 
their stocks of raw materials in order +o 
form an estimate as to how long they 
could carry on. It came as a shock to 
the community, that a friendly nation, 
could so abruptly deprive them of essen- 
tial goods; though it was well understood 
that strategic materials might have to 
be aealt with summarily. 


In addition to the foregoing, it might 
be added that in order to safeguard ma-. 
terials needed by local industries, emer- 
gency regulations were introduced _ this 
year by the’ Hongkong Govt. under which, 
metals and certain vital materials could 
not be exported except by licence. These 
were strictly enforced and undoubtedly 
aided in earrying the growing local in- 
dustries through a difficult period until 
they could obtain their requirements else- 
where. | 

Because of this record of cooperation 
with the United States in cutting down 
trade with China, is it any wonder that 
on occasion Hongkong has felt the in- 
justice of the manner in, which its trade 
has been held up to scorn. This ig the 
mpre keenly felt, as a result of the 
knowledge that Japan is allowed to trade 
with Red China in order to obtain 
coal and other necessities, many of which 
are also needed by Hongkong. 3 


Hongkong is not, as so many suppose, a 
small unit in the British Commonwealth. 
Visitors to the Colony are amazed at the 
size of the community and the extent of 
its industries, as well as by the quantity 
and variety of shipping in its well- 
equipped harbour. It is unique in many 
ways. Its port ranks seventh among the 
world’s great ports and contains. excel- 
lent facilities for building or handling 
Its cotton mills are 
among the most up-to-date in the worid. 
Its population of 2,030,000, over 1.36 
million of which are Chinese, is indus- 
trious and thriving and has been able to 
support an inrush of refugees 
China that might have staggered anv 
other community approaching its size or 
even larger. To a large extent this 
Chinese community has been content to 
live under British rule. It would be a 
poor return for their confidence if they 
were obliged to return to China through 


from | 
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PEACE PROPOSALS 


_A year of wasted effort and of appal- 
ling sacrifice of human beings to the 


Moloch of war, is the first thought that . 


comes to mind when surveying the useless 
efforts expended by Re 
attempt to overrun the Korean Peninsula. 
Never in the history of mankind has war 
been waged so ruthlessly and- with sueh 
utter disregard for the welfare and 
safety of the men engaged in this insen- 
sate warfare. The onlooker is compelled 
to ask why the Korean Peninsula is. 
considered worth the expenditure of so 
many human beings? And as far as 
China is concerned, the question would 
have to remain unanswered were it not 
for the reminder that, like all the satel- 
lite states of the great modern Imperialis- 
tic power represented by Russia, it has 
to do the bidding of its master. 
Overtures of peace are now being 
made, but what will be the outcome can- 
not be foreseen at this juncture. When Mr, 
Jacob Malik first put forward his sug- 


gestion for a truce, the minds of his lis- | 


teners immediately entertained the pos- 
sibility of a ‘‘catch’’ and a doubt as 
to whether a cease-fire now would not 
permit the communist army time to build 
up a further onslaught upon the -U. N. 
forces. This suspicion, born of many 
disappointments, has not yet been as- 
suaged. The U.S.A. and other United. 
Nations countries are obviously con- 
sidering the proposal with caution, and 
it is well for the world that the bitter 
lessons they have learned have. been suf- 
ficient to make them weigh each proposal 
carefully before plunging wholeheartedly 
into a condition of ‘‘peace’’ which might 
well lead to disappointment and further 
disillusionment. 


Hongkong’s inability to support them 
further. 


From the April figures, which showed a 


drop in Hongkong’s trade compared with 
the previous month, it would appear that 
the Colony’s best alternative is to con- 
centrate upon the building up of local in- 
dustries and the expansion of markets to 
absorb the products. It is therefore 
essential that supplies should be forth- 
coming for these industries. Europe,. 
concentrating upon rearmament, may wel 
find it difficult to provide these. It 
rests mainly with the United States to 
fill the need. 

The scope of these requirements was 
indicated by the British Colonial Secre- 
tary, who gave recently in the House of 
Commons a list of the monthly needs of 
Hongkong industries: These included: 
1,532 tons of tinplate; 2,260 tons of black 
sheets; 464 tons of mild steel plates; 717 
tons of brass and bronze, of which 270 
tons can be produced locally if serap is 
available; 2,000 tons of iron and steel 
(including wire); 575 tons 
3,000 tons of chemicals, dyestuffs and 
pigments, mainly for the enamel, dyeing, 
paint and plastic industries; 256 tons of 
aluminium, 230 tons of galvanised iron, 
and smaller quantities of copper, lead, 
zinc, sulphur, welding rods and wire, as 
well as 616,000 metres of tungsten wire 
and 31,500 metres of molybdenum wire, 


China in its — 


of rubber; 


The natural instinet of the democratie 
countries is to seize every opportunity 
pointing to a possible settlement of. dis- 


putes. They have no thirst for war nor 


do they visualise settlement of disputes 
by fighting. The Peking rulers, or perhaps 
it would be more correct to say the Krem- 
lin; however, seem to have other ideas 
and do not scruple to have thousands of 
people slaughtered in war if they think 
they can thereby gain their object. it 
is one of the saddest of commentaries on 
the whole Soviet system that up to the 
present time the lives of satellite subjects 
have made cheap material for slave labour 
or war. This has been made perfectly 
clear by the utter uselessness and reck- 
less disregard for the lives of the young 
men now being flung against the superior 


United Nations forces. 


Many theories have been put forward 
as to the reason for Mr. Malik’s peace 


broadcast, but it should not be forgotten 


nor overlooked, however anxious one is 
to believe that in this instance Moscow 
is‘in earnest, that Russia has followed an 
undeviating political pathway of her own 
for many years in the avowed purpose 
of bringing the entire world into one 
political, social and economic orbit. One 
theory that can be discounted without 
hesitation is that the U.S. embargo has 
been effective to the extent that Peking 
is becoming anxious about her foreign 
trade. The Peking Government has always 
been disdainful of outside trade as such— 
in this respect following tradition—and 
though the urge for foreign exchange is 
probably pressing at this juncture, it is 


due, not to domestic requirements or the 
well-being of her people put to enable 
the Government to pay for the weapons 
required in Korea. Other thecries are 
equally fallacious and the true reason fo> 
Mr. Malik’s proposal must not be sought 
in Peking, but in Moscow. When _ the 
answer to the question to what extent and 
in what way does the war in Korea impede 
or advance Russian policy, as been 
satisfactorily settled, then the answer to 
Mr. Malik’s peace proposals has been 
found. It is a riddle the demvcracies are 
now trying to solve with Soviet leaders 
awaiting expectantly the answer. 

One theorist raised the question as to 
whether there was any ,connection with 
the Soviet proposal and Iran? Does Mos- 
cow feel that though Britain is obviously 
anxious to smooth matters over it is always 
wise to be ready for any eventuality? 
A war in Korea might prove, in view of 
China’s inability to drive the United Na- 
tions forees from the Peninsula and, ac- 
cording to some, a growing disinclination 
for the war, inconvenient in the event of 
Britain taking strong action in Iran, This 
theory, like all other speculative ideas, 
must remain a theory until events show 
the line the Soviet Government is taking. 
It is fairly well established that Russia 
does not intend to fight by means of her 
own armies so long as she can obtam 
satisfaction by other methods but she 
must be fully aware that this policy 
could well reach a limit. Let us hope 
that the peace proposals now being con- 
sidered are indications that the Soviet 
Government is becoming aware that wis- 
dom ealls a halt before that limit is 
reached. 


THE DEVELOPMENT OF SOUTH AND 


SOUTH EAST ASIA 
Six Year Plan to Commence July 1951 


A plan to develop economic re- 
sources and improve living standards 
in South and Southeast Asia has 
been made by the Commonweaith 
Consultative Committee on South & 
Southeast Asia on which are repre- 
sented Australia, Canada, Ceylon, 
India, New Zealand, Pakistan and the 
United Kingdom. The plan is known 
‘as “Colombo Plan for Cooperative 
Economic Development in South and 
Southeast Asia.” The first meeting 
of the Committee was held in January 
1950 in Colombo; the next meeting in 
May 1950 in Sydney; and in Septem- 
ber 1950 the Commonwealth govern- 
ments met in London when a com- 
prehensive Report was prepared and 
approved, 
Report has been agreed upon to 
be the “Colombo Plan.” 
Report deals 


members the Commonwealth, viz, 
Burma, Thailand, Indonesia, Cambo- 
dia, Laos, Vietnam. The Common- 
wealth countries which are to benefit 
from the realisation of the “Colombo 
Plan” are:—India, Pakistan, Ceylon, 
Federation of Malaya, Singapore, 


and the name of the 


The 
with Commonwealth 

countries in asia and also with other 
East Asian countries which. are not 


North Borneo, Sarawak, Brunei. The 
Plan visualises development in six 
years, from July 1951 to 1957, and the 
total cost is to be £1868 million. 

* 

South and Southeast Asia poses one 
of the kiggest and most urgent problems 
facing the countries of the free world. 
To cope with it the Colombo Plan for 
develcpinz the great natural resources ot 
South at:d Scuth-East Asia—an area con- 
taining one-quarter of the world’s popula- 


tion has been devised. The people who 


live in this part of the world are extreme- 
ly poor. Most of them depend on the land 
for their living. Millions are under-fed, 
under-clothed, weakened by disease. 
Food production is insufficient. In the 
conviction that conditions like these 
should not be allowed to continue, the 
Commonwealth Governments have drawn 
up the Colombo Plan with the aim of 
raising living standards through economic 
development. This will require great ex- 
penditure of money and effort and the 
help of many kinds of skilled technicians. 
The Commonwealth countries in the area 
hope to spend nearly £2,000 million on 
development over the next six years, 
This is a great undertaking, of vital con- 
cern to all the people of the free world. 


— 
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- The amount of less than £2,000 mil- 
lion which t!ese countries are proposing 
tc spend on devélopment in the next six 
years seems small when imeasured against 


the needs of the area or against the scale 


of development in Western Europe or 
North America. It is clear, however, that 
even such a limited and realistic pro- 
gramme as this cannot be carried out 
unless the countries of South and South- 
East Asia get help from outside. They 
need more trained men. They also need 
extra supplies of many different kinds, 
among them railway wagons, engines, 
tractors, lorries, machinery, electrical 
equipment, iron and steel, fertilisers, food 
and textiles. If this help is forthcoming, 
there is real ground for hope that the 
peoples of South and South-East Asia 
will gradually succeed in winning for 
themselves a higher material standard of 
living than they have known in the past. 
A long road lies ahead of them, and there 
are many difficulties and dangers to he 
overcomc, but with the support and en- 
couragement of the other free peoples 
of the world they will surely prove equal 
to the challenge and achieve the measure 
of prosperity and well-being which is 
their duc. 


THE START OF THE COLOMBO 
PLAN 


Poverty and hardship are no new pro-. 


blems in South and South-East Asia, but 
during the past five years there has been 
a great awakening among the people of 
the area. Independent Governments have 
come into being, supported by democra- 
tic institutions and resolved to work for 
the future welfare of their countries. 
These changes have aroused new hopes 
and expectations in the minds of the 
peoples, and the Governments have made 


a fresh approach to the whole problem of 


raising living standards through economic 
development. 


At the same time, all over the free 
world, people have come increasingly to 
realise how vitally important it is that a 
really determined effort should be made 
to tackle this problem on a basis of inter- 
national co-operation. It is important first 
and foremost because the well-being of 
one-quarter of mankind is directly affect- 
ed. It is important too because stability 
in South and South-East Asia is essen- 
tial to the cause of freedom. If these 
countries failed to maintain and streng- 
then their free institutions, it would be 
a grave blow to the chances of a peace- 
ful and prosperous world. 


Furthermore, the area plays a big part 
in world trade. Before the war it provided 
almost all the world’s exports of jute and 


rubber, more than three-quarters of the 


tea, almost two-thirds of the tin, and one- 
third of oils and fats. These key products 


have for generations flowed into the great 
trade routes, helping to sustain the in- 


dustries of Europe and America. In 
exchange the countries of South and 
South-East Asia obtain from the West 
industrial products which they so badly 
need-—-textiles, vehicles, machinery, iron 
and steel. 


auother in providing technicians 
training facilities—and Britain, Canada, 
‘Australia and New Zealand all promised 


It is clear that the whole world stands 
to gain immeénsely from the further de- 
velopment of the natural resources of the 
countries of South and South-East Asia 
and from the growth of new knowledge 
and skills among their peoples. 
such development has, of course, been 
tuundertaken in the past both by Govern- 
ments and by private enterprise—usually 


with the help of money put up by inves- | 


tors in Western Europe, particularly in 
Britain. Estates were planted with rubber 
and tea; tin mines were opened up; 
modern railways and irrigation works 


Some - 


were built; schools, training colleges and 
hospitals appeared in the area. But all 
this has done No more than scratch the 
surface. 
Development on a much bigger scale 
is needed even to maintain present living 
standards in South and South-East Asia, 
let alone improve them. Consider, for 
instance, someé of the figures in the fol- 
lowing table. They show just how far the 
countries of the area are behind Britain 
and the United States in the provision*of 
machines and equipment and the power 
to drive them. | 


LEVELS OF ECONOMIC DEVELOPMENT IN 1949 


‘Unit per thousand population 


India Pakistan Ceylon Malaya U.K. 


U.S 
Electricity Production .... thousand kwh 13 1.9 9.6 117 1,033 2,296 
Coal Consumption ........ tons 80 ia : 28 85 3,884 3,473 
Steel Consumption ...... te * 3 1.3 6 16 194 364 
Cement Consumption .... ne os 3.6 19 25 148 229 
Carrying Capacity of 
Railway Wagons ...... i 1 8.8 4.5 13 276 556 
All-weather Roads ....... miles 0.32 0.1 0.87 0.93 3.7 2.2 
nos. 0.37 2.3 7.7 QR 261 


Note: Most of the figures for the United States refer to 1948. 


The first stages of development are 


the most difficult and the most costly.. 


Power-stations and _ irrigation works, 
roads, raliways and ports are very expen- 
sive things, and they take a long time 
to complete. In recent times, moreover, 


the private investor has usually been re- 


luctant to put his money into providing 
basic services of this kind because they 
take so long to bring a return. These are 
reasons why the ground-work of econo- 
mic development in South and South- 
East Asia has got to be undertaken by 
Governments, and the Governments in 
the area are shouldering the main respon- 
sibility tor tackling this problem-—-though 
there are many and growing opportunities 
for private enterprise as well. — 

It was all these considerations in mind 
that Ministers of the Commonwealth 
countries, meeting at Colombo in January 
1950, agreed that special attention was 
needed for the problems of South and 
South-East Asia and that these problems 
could not be solved by the countries of 
the area alone. The Commonwealth Gov- 
ernments took the lead because of their 
special ties with the area and because 
three-quarters of the people in the area 
live in Commonwealth countries. Later 
on it was hoped to bring in the other 
countries in the area and invite them to 
join on equal terms in any plan that 
might be worked out. 

Colombo was the beginning of a great 
new venture in democratic planning. One 
of the results which has already taken 
shape is a scheme for technical co-opera- 
tion in South and South-East Asia. An 
acute shortage of trained men is one of 
the things which is doing most to hold 
up economic progress in the area. There 
are not enough engineers, there are not 
enough agricultural experts, there are 
not enough doctors, there are not enough 
chemists. So the Commonwealth Govern- 
ments decided to start a scheme at once 
under which the countries in the area 
would do what they could to assist one 
and 


to do their best to help. It has been 
agreed that up to £8 million should be 
spent on this scheme over the next three 
years, and details have already been 
worked out. 

Meanwhile the main job of drawing up 
a realistic plan of development for South 
and South-East Asia has gone ahead. 
Further meetings took place in Sydney in 
May and in London in September, and 
between these two meetings each of the 
Commonwealth countries in the area pre- 
pared a programme of economic develop- 
ment for the six years beginning in July 
1951. Non-Commonwealth countties in 
the area were invited to join in and sub- 
mit programmes. Thailand, Cambodia, 
Laos and Viet-Nam all sent delegates to 
London for a meeting with the Common- 
wealth countries at the end of the Sep- 
tember conference; the Ambassadors of 
Burma and Indonesia were also present 
as observers. The only programmes con- 
sidered in September were, however, 
those of India, Pakistan, Ceylon, the 
Federation of Malaya, Singapore, North 
Borneo and Sarawak. 

‘The programmes show what deter- 
mined efforts the Governments of these 
countries ate making to develop their 
resources and to provide a better stan- 
dard of living for their peoples. These 
efforts cannot lead at once to spectacular. 
results. It is a question rather at this 
stage of laying sound foundations for a 
steady but gradual improvement which 
must be spread over many years. The 
undertaking none the less offers real 
hope of economic progress and marks a 
turning-point in the long history of South 
and South-East Asia. | 


THE FEATURES OF THE COLOMBO 
PLAN 


One of the most striking things about 
the programmes prepared by the Com- 
monwealth Governments in the area is 
the realistic approach adopted; they are in 
fact largely made up of projects for which 
detailed plans have already been worked 


out, At the same time there can be no. 


doubt that development is planned on a 


| 
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big scale, This is shown by the amount 
of money the Governments are proposing 
to spend over the next six years, and 
by some of the results they expect to 
achieve. The total cost from 1951 to 1957 
will be £1,858 million. More than two- 
thirds of this is for India, rather over 
one-seventh for Pakistan. The remainder 
is divided about equally between Ceylon 
and the British-administered territories 
in the area (Malaya and British Borneo). 
Of, the total, 34 percent is for transport 
and communications : 32 percent for 
agriculture (including river valley de- 
velopment schemes); 18 percent for 


housing, health and education : 10 percent 


for industry and mining (excluding coal) ; 
and 6 percent for fuel and power. 


Among the expected results are in- 
creases of 13 million acres (33 percent) 
in. land under cultivation, 13 million acres 
(17 percent) in land under irrigation, 6 
million tons (10 percent) in food-grain 
production, 1.1 million kWs (67 percent) 
in electrc generating capacity. 


The main emphasis in all the program- 


mes (except for Singapore) is on agricul- 
tural rather than on industrial develop- 
ment, but the two often proceed hand in 
hand. In India, Pakistan and Ceylon, for 
instance, the generation of hydro-electric 
power is being combined with irrigation 
works and flood control in giant projects 
for developing whole river valleys—on 
the lines of the Tennessee Valley scheme 
in the United States. One such project 
alone, on the River Sutlej in India, is 
expected to cost Rs 757 million—well over 
£50 million. Roads and railways too, 
which are a big item in all the program- 
mes, are needed both by agriculture and 
industry. 


Naturally enough, the different coun- 
tries in the area have approached the 
problem of development in different ways 
- because their needs are different. Pakis- 
tan, for instance, has at present practically 
no industry at all, her programme there- 
fore puts more emphasis than others on 
industrial development; this accounts for 
about one-fifth of the expenditure allowed 
for in her programme, compared with 
an average of only one-tenth for all the 
programmes combined, Then again Ceylon 
and Malaya are at present exceptionally 
dependent on the export of a few products 
like rubber, tin, tea and coconuts, and 
they are aiming at broadening their econo- 
- mies by opening up new areas for food 
production. Singapore, as an international 
port with a large and growing population, 
is specially concerned with problems of 
health, education and housing. 


A good deal of new development was 
under way in the area at the time of the 
Colombo conference, and the programmes 
of the Commonwealth countries include 
many projects on which work has already 
started. A considerable speeding-up in 
the present rate of development is now 
proposed. 

The Governments concerned are doing 
all they can to find within their own 
countries the money needed to pay for 
this development. Other forms of govern- 
ment expenditure are being cut down. 


the 
achieve. 


with 


Taxes are already very high and are 
now to be increased, although there is 
not much scope for getting extra revenue 
by this means. Individual thrift is being 
encouraged, especially in India, by na- 
tional savings campaigns. In all these 
ways current consumption of goods and 
services is being limited in order that 
more can be set aside for constructing 
irrigation works, building new railways, 


-powerstations and factories, and so on. 


The plain fact of the matter is, however, 
that the countries of South and South- 
East Asia are too poor to provide out 
of their own resources for even the bare 
minimum of development needed to pre- 
vent living standards from falling further. 


No one could say that the present pro-— 


India, for 
half the 


grammes are over-ambitious. 
instance, has included only 


projects for which detailed plans have 


been prepared, and Pakistan’s programme 
is limited to about 60 per cent of what 
Government originally hoped _ to 
Even so, it is clear that the 
programmes cannot be carried out as 
planned unless some help can be obtained 
from outside the area. 

The countries of South and South-East 
Asia need more trained men. To begin 
with, something over a thousand technical 
experts of one kind and another—particu- 


larly engineers—are known to be wanted 


for work on specific projects included in 
the programmes of the Commonwealth 
countries. Others will certainly be wanted 
by other countries in the area. 

The countries of South and South-East 
Asia also need to import more goods 


from abroad during the next six years 


than they can hope to pay for out of 
their own exports. They will want not 
merely machinery, equipment, vehicles, 
iron and steel, and other capital goods 
used directly for development. They will 
also. want consumer goods, including 
food and clothing, for the workers on 
the job. These workers are too poor to 
save and they must have something on 
which to spend their new wages. So 


unless there are extra. goods available, 


prices will be driven up, and there will 
be all the chaos of runaway inflation, 
the discontent and unrest that 
always go with it. 


INDIA 


India has a population i nearly 350 
million, and 7 workers out of every 10 
depend on the land for their livelihood. 


There are a few big industries, but these. 


provide employment for only 1 worker 
in 10. One of the most important is 
the cotton textile industry, which is 
centred mainly in the West at Bombay 


and Ahmedabad. Then there are the 


jute mills of Calcutta, the sugar factories 
in the towns of the ‘Ganges Valley, and 
the great iron and_ steel works at 
Tatanagar, one of the largest in the world. 
The manufacture of cement and matches 
is also carried out on a fairly large scale, 
but that is about all. The remaining 2 
workers out of the 10 are employed in 


smaller industries, distribution and public 


services. 
India produces over 30 million tons of 
coal a year, but practically all of this is 


mined in a single area of Bihar and West 
Bengal, and it is very expensive to trans- 
port it over long distances to other parts 
of the country. There is relatively little 
oil in India. On the other hand there are 
many great rivers which present enor- 
mous opportunities for developing hydro- 
electric power. The flow of water in these 
rivers varies greatly from one time of 
the year to another, and if this could be 
regulated, it would prevent seasonal 


flooding and soil erosion which drain. 


away so much of the natural wealth of 


the country. 


It is not surprising therefore that the 
Indian Government attach so much im- 
portance to schemes of river valley de- 
velopment, seven of which are already in 
hand. In the Damodar Valley in Bihar the 
river is being dammed in eight places, 
and hydro-electric plants are being built 
with a total capacity of 240,000 kilowatts; 
the power generated here will help to 
open up the richest mineral basin in 
India. In addition the dams will provide 
water for a network of irrigation canals. 
The total cost of the scheme is estimated 
at Rs 500 million (£374 million); work 
on the first dam was started in 1948 and 
will be completed by 1953. Then there is 


the project already mentioned for har- 


nessing the River Sutlej, which will open 
up barren land for the resettlement of 
refugees and provide power for New 


Delhi and other cities in the North; one 


of the dams to be built under this scheme 
will be almost as large as the famous 
Boulder Dam in the United States. A 
third project provides for the construc- 
tion of a dam 150 feet high and 15,000 
feet long across the Mahanadi River in 
the Eastern part of the country, and there 
will also be two hydro-electric plants with 
a combined capacity of 32,100 kilowatts. 
Altogether these three river valley 
schemes alone should bring another 6 
million acres of new land under irrigation 


by 1957 and raise India’s electricity gen- 


erating capacity by some 700,000 kilo- 
watts (total capacity at present is about 
1,400,000 kilowatts). 


In addition to the river valley schemes 
India has plans for a large number of 
local irrigation works. Peasants are 
being instructed in modern. methods of 
cultivation, better seeds and fertilisers 
are being distributed, 14 new agricultural 
research aNd training institutes are being 
set up. By these and other means the 
Indian Government hope to achieve big 
increases during the next six years in 
production of some of the main crops. 
This extra production should make India 
less dependent on imports of food, and 
at the same time it should help to in- 
crease exports both of the raw materials 
and manufactured products. 


Agriculture, including the river valley 
projects, accounts for a third of all the 
money which India is proposing to spend 
under her development programme; trans- 
port and communications account for 
nearly another two-fifths. Thirty-six new 
railway lines are to be constructed; large 
sums are to. be spent on new locomotives 
and rolling-stock; modern §fac- 
tory for making locomotives and boilers 


| 
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is being built near Calcutta. There will 
be a number of new trunk roads, and 
the existing ones are to be improved. An 
entirely new port is being built at Kandla 
on the West Coast, the neighbouring 
harbours of Sika and Bhavnagar are 
being developed, and the ports’ of 
Madras, Bombay and Cochin are to be 
modernised. 


Industry’s share of the development 
programme is much smaller—about one- 
tenth. Here one of the most important 
tasks is to increase production of iron 
and steel and engineering goods. Existing 
iron and steel works at Tatanagar and 
Calcutta are being extended, and there 
are plans for an entirely new integrated 
steel plant to be built in Madyha Pradesh 
(the Central Provinces). Work has start- 
ed on a cement plant at Sindri in Bihar 
and on factories for the manufacture of 
aircraft (at Bangalore), machine tools, 
aluminium and various other products. 
India’s first fertiliser factory was com- 
pleted in 1945 in Travancore. Now a 
second, and much larger one, is nearly 
finished at Sindri; it will be capable of 
turning out 350,000 tons of fertiliser a 
year. 


What difference will the programme 
make to the lives of ordinary people in 
India? At present the ration of cereals 
in many of the towns is limited to 12 
ounces a day. By 1957, as a result of the 
programme, it is hoped to raise this to 
16 ounces. There should also be an 
increase in consumption of cotton clo 
from an average of 10 yards a year for 
every person to an average of 15 yards. 
At the same time many millions. will 
benefit directly from the money which 
is being spent on social services under 
the programme. These account for near- 
ly one-sixth of all expenditure’ on 
development, and high priority is being 
given to schools and to the resettlement 
and rehabilitation of displaced persons. 
Smaller sums have been allocated to 
building hospitals and dispensaries, new 
housing and slum clearance. 


PAKISTAN 


There are 82 million people in Pakis- 
tan. The country is divided into Eastern 
and Western zones which are separated 
by 1,000 miles of Indian territory. Eight 
persons out of every ten depend upon 
agriculture for a living, and the most 
important products are rice, wheat, 
sugar, jute, oil-seeds, cotton and tobacco. 
When Pakistan started its existence as 


a separate country in 1947, it was faced, 


with very grave problems. There were 
seven million refugees to be taken care 
of, while large numbers of traders and 
professional men had left the country. 
Everywhere businesses were shut down, 
banking operAtions suspended and mar- 


kets closed. Not only had a new adminis- - 


tration to be set up, but the whole life 
of the nation had to be organised ‘afresh. 


There is very little industry in Pakis- 
tan, and what there is has mainly been 
set up in the last few years. In 1947 
there were practically no textile facto- 
ries, and no jute mills at all—in spite of 


pulses by 17 percent, 


the fact that the country was responsible 
for over four-fifths of the world’s jute 
production. Since then four new cotton 
mills have been completed by private 
enterprise, and a further twelve mills 
will shortly be in operation. Several jute 
presses have been imported into East 
Pakistan. A cigarette factory has been 
set up in Karachi, a large new sugar 
factory has been built and a number of 
other industries have been started, while 
some older ones have been developed. 
Pakistan at present produces only 
about 324,000 tons of coal a year, and 
there is very little oil in the country. On 
the other hand there are great resources 
of hydro-electric power so far largely 
untapped; present capacity is only 9,600 
kilowatts, against a potential estimated 
at 5 or 6 million kilowatts. : 


The Government of Pakistan recognise 
that agriculture must continue to be the 
main occupation of the people, and the 
first objective of their development pro- 
gramme is to increase production of food 
and other important crops. Agriculture 
gets the largest single share of the ex- 
penditure proposed—about one-third of 
the total. At the same time large sums 
are being spent on setting up new indus- 
tries and providing the power to run 
them, 


Roughly 100 miles from the mouth of 
the Indus a great barrage is being built 
across the river. There will be 44 spans 
of 60 feet each, and the water will be 
fed off to irrigate an area of nearly 3 
million acres. Over 500 miles away, in the 


West Punjab, another 700,000 acres are 


to be irrigated by means of 1,800 tube- 
wells, which will be worked by electricity 
generated from a new hydro-electric 
plant at Rasul; this same project will 
also help in draining the water away 
frem large areas nearby which are at 
present waterlogged. 

These are the two largest schemes in 
Pakistan’s programme. There are also 
many smaller ones for improving methods 
of cultivation, providing better geeds and 
fertilisers, and making more use of 
machines on the land. The objective is 
a rise of one-third in agricultural output 
by 1957, with particularly large increases 
in food crops produced for sale. Produc- 
tion of oil-seeds should be increased by 
220 percent, fruits by 90 percent, sugar- 
cane by 70 percent, vegetables by 68 
percent, cotton by 27 percent, cereals and 
and jute by 10 
percent. 

The main emphasis in the programme 
is placed on jute and cotton processing 
and the manufacture of paper; Rs. 390 
million (over £40 million) is to be spent 
on developing these industries alone. 


Six jute mills are to be built, with an 
annual output of 130,000 tons; this should 
be enough to supply the home market 
and leave something over for export. 


Present output of cotton goods, which 
is only 100 million yards a year, is to be 
raised to 450 million yards in the near 
future and to 1,350 million yards by 1957. 
By these means consumption can be 
nearly doubled, while import will be re- 


duced to one-quarter of their present 


level. 


The programme provides for the build- 
ing of a paper mill near Chittagong which 
will use local raw materials and produce 
30,000 tons a year. In addition certain 
other smaller industries will be developed, 
among them sugar, pottery, glass, chemi- 
cals and fertilisers. 


Power for these industries will come 
from twelve new stations, iNcluding two 
big hydro-electric plants at Warsak and 
Karnafulli which are included in river 
valley development schemes. In all Rs. 
450 million (nearly £50 million) is to be 
spent on electric power over the six years, 
and the country’s total generating capa- 
city should be increased from 70,000 kilo- 
watts, to about 325,000. Rs. 20 million, 
or over £2 million, will also be spent on 
raising coal production froin the present 
low level of 324,000 tons a year to 3 mil- 
lion tons a year. 


Biggest single project in transport is 
the extension of the port of Chittagong 
in East Pakistan, which is necessary to 
increase the flow of jute expasts. At the 
time of partition the port could handle 
only 600,000 tons of goods a year. Capa- 
city has now been raised to 1,800,000 tons, 
and a further increase to 4,000,000 tons is 
planned. A new dry dock is to be built 
at Karachi. On the railways large sums 
are to be spent on repairing and replacing 
worn-out engines and rolling-stock. Tele- 
phone and telegraph services are being 
extended, 

In expenditure on social services high 
priority is being given to education. Plans 
for new buildings include over 4,460 pri- 
mary schools, 1,456 middle schools, 400 
high schools, 15 teachers’ training schools 
and 2 training colleges. Provision is also 
made in the programme for setting up a 
number of technical institutes and re- 
search laboratories and for giving scholar- 


ships for training abroad in scientific and 


technical subjects. 


Health and medical services are to be 
extended by the provision of 600 new 
dispensaries iN the villages and a further 
600 mobile dispensaries. In addition 120 
new hospitals are to be built. Housing 
plans include the development of new re- 
sidential areas and townships and the 
building of prefabricated houses for re- 
fugees. 


CEYLON 

Ceylon’s population, now 74 million, is 
increasing at the rate of 200,000 a year, 
and more food is the country’s first need. 
At present two-thirds of the rice eaten 
in the Island has to be imported from 
abroad. 

The main reason why so little food is 
grown in the Island is that two-thirds of 
all the land under cultivation is taken up 
with the production of three maiN export 
crops—tea, rubber and coconut. Through 
specialising in these crops Ceylon has 
been able to enjoy a higher standard of 
living than most other countries in South 
and South-East Asia, but it is very dan- 
gerous for any country to be so dependent 
on the export of a small Number of pro- 
ducts—particularly when the prices these 
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products fetch in world markets are con- 
tinually going up and down. 

The main objective of Ceylon’s develop- 
ment programme is therefore to broaden 
her economy by increasing production of 
food for local consumption and by pro- 
viding more employment in industry. 

Land development. projects are the 
most important part of Ceylon’s pro- 
gramme, accounting for over one-third of 
total expenditure. 

Two-thirds of the population at pre- 
- sent live in the wet zone in the West and 
South-West of the Island, and steps are 
now being taken to open up the more 
thinly populated dry zone in the East and 
North Centre. © This should enable the 
acreage under food crops to be increased 
by at least one-fifth during the six years, 
with a resulting rise in the production of 
rice from 187,000 tons in 1949-50 to over 
250,000: tons in 1957. 


Much work is involved in clearing vir- 
gin jungle and providing irrigation. The 
biggest project that has been started is 
the Gal Oya river valley development 
scheme in the Eastern Province which is 
expected toecost in all about Rs. 400 muil- 
lion (£30 million); it will not be com- 
pleted until 1962. A big dam will store 
water for irrigating 100,000 acres at pre- 
sent under jungle and for improving the 
irrigation of 30,000 acres already under 
cultivation; it is hoped that 21,000 peasant 
holdings will be provided in the new area. 
A similar project on the Walawe Ganga 


River, which has not yet been \started, 


will irrigate 40,000 acres of new land, be- 
sides ensuring a regular supply of water 
to 13,000 acres of existing paddy-fields. 
The dam will help to prevent floods in the 
valley and will enable 10,000 kilowatts of 
hydro-electric power to be generated on 
the spot. | 

The Ceylon Government are giving 
high priority in their programme to a 


scheme for developing the international 
The work will be. 


port at Colombo. 
carried out in four stages, and altogether 
new berths for more than thirty ships will 
be provided alongside the wharves; these 
~ will be equipped with modern equipment 
for the rapid handling of cargo. The 
outer harbour is to be enlarged so that 
more ships can anchor there. 

There is very little industry in the Is- 
land at present, but plans are afoot for 
a big new fertiliser plant capable of pro- 
ducing 80,000 tons of ammonium sulphate 
3; 000 to 45,000 tons of superphosphate 

a year. The programme also includes a 
new factory for the extraction of coconut 
oil and a second for the manufacture of 
caustic soda from salt produced locally. 
A number of other plants are being ex- 
tended and reorganised, among them a 
steel-rolling mill and factories for the 
manufacture of plywood, glass and 
pottery. 

Among social services the main em- 
phasis is on schools and hospitals. Stan- 
dards in education are already very high, 
and there is free educatioM up to and in- 
cluding the university; nearly 7 out of 
every 10 people in the Island can read 
and write. A large number of old school 
buildings, however, need to be replaced, 
and new schools are being built. 


The present hospital capacity of 2.7 
beds per thousand is to be doubled during 
the six years. In this connection it is 
worth noting that malaria has been al- 


most completely eliminated from the l|s- 


land since the war—a very remarkable 
achievement. 


MALAYA AND BRITISH BORNEO 


The Federation of Malaya, Singapore, 
North Borneo and Sarawak are four 
separate territories with a combined popu- 
lation of nearly 7 million; roughly 5 mil- 
lion of these live in the Federation and 1 
million in Singapore. There is very little 
industry in these countries apart from the 
tin mines in Malaya and the oilfields in 
British Borneo. The great majority of the 
people work on the land, but fewer than 8 
acres out of every 100 are under cultiva- 
tion, the rest being mostly jungle. The 
main crops are rubber (3,700,000 acres), 
rice (over 1,000,000 acres) and coconut 
(700,000 acres). Development in large 
parts of Sarawak and North Borneo has 
only just begun. In the Federation of 
Malaya and Singapore, on the other hand, 
the standard of living has reached a some- 
what higher level than is to be found in 
the surrounding countries. 

The first aim of development is to 
broaden the economies of these territories 
by increasing output of rice and other 
agricultural products. At the same time, 
to pave the way for setting up new in- 
dustries, considerable sums are _ being 
spent on power-stations and transport. 
The Connaught Bridge Power Station in 
Malaya is the biggest single project in 
this field, and the work is already well 
advanced; its eventual capacity will be 
80,000 kilowatts. Roads are being im- 
proved, and the railway up the East coast 


‘of Malaya is being restored after being 


taken up during the war by the Japanese. 

The Federation programme concen- 
trates first and foremost on increasing 
production of the two maiM crops in the 
territory, rubber and rice. There are 
some. 350,000 rubber smallholdings, aver- 
aging about 3 acres each, on which the 
trees are old and yields are falling. If 
the old trees could be replaced by better 
types, the yield per acre could be trebled. 
The trouble is, however, that the new 
trees would take seven years before be- 
ginning to yield, and the smallholders 
cannot afford to lose part of their present 
income by destroying some of the existing 
trees—quite apart from the _ technical 
difficulties of replanting part of a small- 
holding. The Government can help to 
tackle this problem in a number of ways. 
In some places, for instance, new land 
can be cleared and planted with high- 
yielding trees, so that smallholders can 
be settled there later on. Alternatively, 
a number of smallholdings can be group- 
ed together and part of the area replant- 
ed. Loans will also be made to the larger 
producers of rubber and other crops to 
help them to develop their estates. 

The Federation at present produces 
only about 400,000 tons of rice a year, 
out of a total consumption of 1,000,000 
tons. Steps are being taken to increase 
yields by providing irrigation, drainage, 
better strains aMd protection against pests, 


At the same time new rice-lands are being 
opened up, some of which may be suitable 
for mechanical cultivation; pilot schemes 
are at present being undertaken to find 
out what can be done on these lines. All 
these measures, however, will do little 
more than keep pace with the increase in 
population, and the Federation will con- 
tinue to depend on imports for a large 
part of its rice supplies. 

part from developments in agricul- 
ture, power and transport, the Federation 
is spending large sums on education, 
housing and health; the social services in 
fact are the largest of the four main sec- 
tors of the programme. The need for 
more schools and teachers is particularly 
urgent; at present only one child out of 
every three of school age receives any 
kind of schooling. 

Singapore is one of the great ports of 
the world and lives mainly by trade. The 
island is densely populated and has some 
industry, but very little agriculture. A 
large proportion of the people live in 
slums, where there is serious overcrowd- 


ing. This explains why half the expendi- 


ture in the development. programme is for 
education, health services aNd. housing, 


‘including the extension of water supplies 


and sewerage. The Government aim to 
provide free, universal and compulsory 
education for children of school age by 
1960, and there are plans for an extra 
3,000 hospital beds. New houses will 
eventually be needed for anything up to 
half a million people. 

« A New power station is being built on 
the island. There is also to be another 
international civil airport, and the docks 
are being enlarged. 

North Borneo suffered heavy damage 
during the war, and much of this damage 
has still to be made good. The develop- 
ment programme provides therefore for 
the reconstruction of buildings, ports and 
railways, as well as for general improve- 
ments in agriculture, transport and social 
services. In Sarawak communications are 
being improved, better methods of rice 
cultivation are being encouraged, and 
surveys are being carried out to discover 
the full extent of the country’s natural 
resources. | 

Brunei, a small Protected State which 
lies between North Borneo and Sarawak, 
is able to pay for its development pro- 
gramme out of its owM revenues, which 
are derived largely from oil royalties. 
Development is, however, being hindered 
by a shortage of trained men. 


.THE TWO MAIN NEEDS:— 


Traimed Men & Extra Imports 


The plans that have been made for 
tackling the problem of economic deve- 
lopment in South and South-East Asia 
show that the Governments in the area 
are determined to do everything they can 
to fight agaiMst the evils of poverty, 
hunger, illiteracy and disease. How much 
they can do in the next few years will 
depend primarily on two things. How 
many trained men are going to be avail- 
able in the area to help in putting the 
schemes into practice? What extra sup- 
plies of machinery, equipment, materials, 


| 
4 


ese 


“needed by the countries of South 
South-East Asia for work on develop- 
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clothing and food will these countries be 
able to obtain from abroad, over and 
above what they can pay for themselves? 

There is an acute shortage of experts 
of all kinds in South and South-East Asia, 
particularly of engineers and agricultural 
specialists. There are three ways of over- 
coming this shortage: 1. By trianing more 
people in tne area. 2. By providing 
training overseas for more people from 
the area. 3. By obtaining more -trained 
men from abroad. 


There are many people in South and 
South-East Asia who are skilled in village 
crafts and in working as individuals with 
simple tools, using traditional methods. 
There are few, however, who have had 
any training in large-scale industrial pro- 
duction or in applying modern techniques 
to agriculture. It is not simply a question 
of the top-grade expert. 


will thousands and thousands of foremen 
and skilled atd semi-skilled workers, who 
must be trained locally—and even in the 
case of the most highly skilled technicians 
it will often be more satisfactory to pro- 
vide training inside the area. 


In 1949 there were just over 3,000 uni- 
versities, technical training colleges and 
trade schools in the Commonwealth coun- 
tries of South and South-East Asia, and 
they were turning out about 150,000 train- 
ed men a year. By 1957 it is hoped to 
increase the number of jNstitutions to 
3,670 and the output of trained men to 
nearly 200,000. | 


India, Pakistan, Ceylon and Malaya 
are already sending as many of their 
students abroad as they can afford. Many 
of them go to Britain, and in 1948-9 there 
were 860 students from India, 110 from 
Pakistan, 170 from Ceylon and 113 from 
Malaya on the rolls of universities and 
university colleges in the British Isles— 
quite apart from a probably even larger 
number of students from South and South- 
East Asia who were attending other 
technical and training colleges. Australia, 


New Zealand and Canada ‘also provide 


university places for Asian students. 
India herself has a scheme for granting 
scholarships in her universities to students 
from other countries, and 65 such scholar 
ships were awarded in the academic year 
1949-50. 


The Commonwealth countries are see- 


ing what they can do to widen the oppor- 
tunities for study and research abroad, 
particularly in agriculture, medicine, 


‘ engineermg and education. India alone 


wishes to send 3,000 people abroad to study 
these subjects in the next six years. As 
an example of what can be done, the 
Australian Government are proposing in 
1951 to grant an extra 150 fellowships and: 
to arrange for several groups of technical 
students to visit Australia; plans are 
already being worked out. 


The training of technicians is a slow 


process. In the meantime a large number 
of highly qualified experts are urgently 
and 


ment projects, and the only hope of get- 
ting them is by recruitment overseas. It 
is impossible to say at this stage exactly 


Hundreds of 
these will certainly be wanted, but so too 


how great the demand will be over the 
next six-years, but estimates suggest 
that approximately 1,300 overseas experts 


will be wanted in the area by the Com- 


monwealth countries alone if their pro- 
grammes are to go forward as planned. 
This total includes about 740 engineers, 95 
agricultural experts and 80 medical 
specialists. Some of these men will be 
wanted for three or four years, others 
only for a few months, but the number 
required at any one time during the six 


years may well be anything between 509 


and 750. ; 

The countries in the area are already 
getting part of the technical assistance 
they need through the emplo; ment, whe- 


ther by Governments or private enterprise, 


of overseas contractors and consulting’ 
engineers, The most difficult problem is 
that of recruiting overseas experts for 
government service in the area, particu- 
larly when the expert is wanted only for 
a few months. 


It was at Sydney in May 1950 that the 
Commonwealth countries decided to start 
a Scheme for Technical Co-operation in 
South and South-East Asia and agreed to 
contribute up to £8 million towards its 
cost over the three years beginning in 
July 1950. A Council is to be set up 
to run it, assisted by a Bureau with its 
headqtarters in Colombo. 
of the organisation will be to find out 
what the countries in the area are look- 
ing for in the way of overseas experts 


and training facilities and to see what 


can be done to help them. At the same 
time the Council will assist these coun- 
tries to extend their own facilities for 
training—for instance, by providing them 
with books, visual aids and other equip- 


ment for use in training schools. 
The Council for Technical Co-operation | 


will not be the only body working in 
this field. The United Nations and its 
Specialised Agencies are already doing 
much to help individual Governments all 
over the world to find the trained men 
they need, and only recently the decision 
was taken to expand the United Natious 
Technical Assistance Programme. Funds 
totalling $20 million have been voted for 
this purpose, and roughly one-fifth of 
this will be contributed by the Common- 
wealth countries. The United States will 
also be in a position to provide technical 
assistance under the ‘Point Four’. pr<- 
gramme. So acute, however, is the short- 
age of trained men in Sorth and South- 
East Asia that there is more than enough 
work for all these organisations. The 
Council for Technical Co-operation will 
keep in close touch with the United Na- 
tions to prevent any overlapping and to 
make sure that the limited number of 
trained men available to the area are 
employed to the best advantage. 

The productive power and material 
well-being of any country depend to a 
large extent upon its ‘capital equipment’ 
—that is to say, npon the quantity and 
quality of its machines, power-stations, 
factories, railways, roads, ports and so 
forth. As we have seen, the main reason 
why present standards of living in the 


‘eountries of South and South-East Asia 


are so low is because they have so little 
machine-power to help in producing goods. 


The main 


The countries in the area are now plan-, 
ning to provide themselve with more and 
better capital equipment. One way in 
which they can try to do this is by saving 
more, that.is, by restricting consumption 
at home in order to devote a larger part 
of their existing resources of labour, 
materials and equipment to making addi- 
tional capital equipment—or to providing 
exports to pay for imports of capital. 
equipment they cannot make for them- 
selves. The trouble is, however, that the 
peoples of South and South-East Asia are 
so poor that there is no margin at all 
for any further lowering of living stan- 
dards, and there is therefore a definite 
limit to the amount of their own resources 
which they can spare for providing capital 
equipment, 

Does this mean that they will have to 
abandon, or at least slow down, — their 
plans for development? Not necessarily. 
They will be able to go ahead with these 
plans if means can be found whereby they’ 
ean get the extra imports they need with- 
out having to pay for them out of their 
current production. It is not simply a 
question of importing more capital goods, 
though that is, of course, essential. Thé 
countries will also need more food, clothing 
and other consumer goods for the workers 
engaged on the development projects, for 
unless extra goods are available for the 
workers to spend their pay on there is 
bound to be inflation. 


The Commonwealth countries in the. 
area reckon that over the next six years 
they will need altogether to import goods 
to the value of nearly £1,100 million 
beyond what they will be able to pay for 
out of their-own current exports. This is 
not, of course, an exact estimate, and it 
could easily be upset by unforeseen events, 
If, for instance, there should be any sharp 
fall in world demand for the products of 
South and South-East Asia, it would be 
very much more difficult for the countries, 
to find the means of paying for their 
imports, and they would then need more 
help from outside. The figures for the 
individual countries are as follows: India 
£818 million; Pakistan £145 million; 
Ceylon £60 million; Malaya and British 
Borneo £61 million; TOTAL £1,084 
million. 

There are five main ways in which the 
money might be found: 

1. Out of the overseas assets which 
the countries in the area themselves pos- 
sess (in particular, the sterling funds 
which some of them built up in London 
during the war). India, Pakistan and 
Ceylon expect to draw on these tunds up 
to a total of £246 million during the six 
years. In so far as they do so, it will mea’ 
that Britain will ultimately have to sup- 
ply goods to this value from her own 
production. thus in effect repaying in 
kind a further instalment of her wartime 
debts. 

2. Qut of money put up by private. 
investors abroad for use by private en- 
terprise in the area. “It is too early to 
say how much may be expected from 
this source, but the opportunities for 
private enterprise in South and South-East 
Asia should increase as the development 
programmes get under way. 
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PROBLEMS OF DOMESTIC FINANCING IN 
UNDERDEVELOPED COUNTRIES 


The United Nations Department of 
Economic Affairs has made, through 
its Economic Development Section, 
an inquiry into the problems of 
domestic financing of economic de- 
velopment in countries which are 
commonly described as ‘backward’. 
The inquiry was concerned with 
methods of increasing domestic sav- 
ing and of ensuring their most ad- 
vantageous use for the purpose of 
economic development. Many experts 
of various countries attended meet- 
ings where their views were discuss- 
ed, and eventually the economists 
agreed on the text of the following 
outline of domestic financing of 
economic development. | 

The experts’ study is of great im- 
portance both for governments in 
underdeveloped countries and for the 
general public on whose cvuoperation 
the development of their countries 
depends, By spreading information 
and educating the citizen, progress is 
already made. It is desirable that all 
governments in Far Eastern and 
Southeast Asian countries, which 
must be described as economically 
backward with the sole exception of 
Japan, devote their various public 
relations services for enlisting the 
cooperation of the business com- 
munities. 


* * 


Where physical and other resources 
are lacking, no improvement in financial 
organization can by itself enable develop- 
ment to take place. What improvement 
of financial habits and institutions can 
do, is to promote the utilization of exist- 
ing resources towards the aim of econo- 
mic development and prevent unnecessary 
hardships and dislocations from arising 
in the process. Good financial organiza- 
tion cannot by itself produce develop- 
ment; bad financial organization can 
hamper it. The financial machinery in the 
under-developed countries is capable of 
improvement in a number of directions, 
and the striving for such improvement 
should be a part of all policies directed 
towards development. The financial in- 


stitutions of under-developed countries 
share in the state of general economic 
under-development; added to this general 
weakness and insufficiency there is a 
specific weakness in financial provision 
for the productive investments and im- 
provements which form the essence of 
economic development. 


Voluntary Savings 

Favilities for the deposit of savings 
should be widespread, easily accessible 
and varied, to provide for different types 
of saving and savers. Such facilities may 


be prcvided either through governmental 


or private agencies. Governments, apart 
from acting as the depositories of savings 
--oiten through a postal savings bank or 
agricultural bank system—can also en- 
ccurage the growth of private facilities 
by apr ‘opriate” banking legislation, by 


provision of liquidity for banks, by laws 


and practices encouraging the use of 
cheques and other credit instruments and, 
in general, by policies of financial 
stability. More specifically, governments 
can encourage the growth of banking 
facilities by such measures as regular use 
of banking institutions, deposits of gov- 
ernment funds, and other measures which 
11 detail must depend on particular cir- 
cumstances. Education of the public and 
publicity measures should also be general- 
ly used to spread the habit of saving and 
of depositing savings. 


A fundamental consideration should be 
the safety of the deposit. In many under 
developed countries confidence in bank- 
ing institutions of all types is a tender 
growth, and development must suffer 
serious setbacks if such confidence is 
undermined. The principle of safety of 
savings deposits should be paramount, 


and should govern the investment policies 


of public depositories of saving as well 
as government policies in relation to pri- 
vate depositories. In particular, govern- 
ments should not, in trying to utilize 
commercial banks as instruments of eco- 
nomic development, induce or compel 
banks to involve themselves in risky or 
less-liquid investments without taking 
appropriate measures to safeguard the 


3. Out of money lent by private inves- 
tors abroad to Governments in the area, 
for example, by subscribing to loans 
floated in London and other imporiant 
finaricial centres. Investors in London 
are being invited to lend money for many: 
other purposes; this will limit the amount’! 
that can be borrowed there by the Gov- 
ernments of South and South-East Asia. 
There should, however, be scope for 
raising funds in private capital markets 
elsewhere. 

4. Out of loans from the International 
Bank for Reconstruction and Develop- 
ment. This is a very important source of 
funds. The Bank has already lent $62% 
million to India for particular develop- 
ment projects (including the Damodar 
Valley scheme) and is at present nego- 


tiating loans to Thailand of the order of 
$15 to $20 million. It is hoped that the 
Bank will consider the possibility of 
making further loans for development in 
the area. 

5. Out of gifts and ioans from Gov- 
ernments outside the area to Governments 
inside it. It is very unlikely that the four 


sources already mentioned will provide all 


the money needed from outside to enable 
the Governments of South and South-East 
Asia to earry through their development 
programmes, Help will therefore be need- 
ed also from other Governments. The 
Governments of the Commonwealth coun- 
tries outside the area seeing what they 
can do, but the task is plainly too big 
for them to tackle alone. The co- eporation, 
of other countries is needed too. 


savers and depositors. Such measures 
may consist of deposit insurance, liquidity 
and rediscounting facilities, and provision 
of guaranteed government or other public 
securities. 


Confidence may also be promoted by 
local direct 
Hence, in certain conditions the establish- 
ment of small local single-unit banks, co- 
operative credit union, or separate local 
boards for branch banks may all be found 
advisable. Protection of savers against 


fluctuations in the value of money and © 


individual currencies has wider implica- 
tions and needs further study. Rates of 
interest offered must vary with local con- 
ditions and the general objectives of 
government monetary policies. A lottery 
aspect has heen found useful in some 
countries in attracting additional savings, 
or obtaining at lower rates of' 
interest; but at mo time should the 
security of the capital saved be overlook- 
ed. Exemption of savings in certain forms 
from income tax, death or other duties 
is a frequently adopted inducement, but 
it was noted that such exemption con- 
stituted an addition to the effective rate 
of interest. 


A linking: of specific savings with 
specific investment fields or investment 
projects has also been found widely 
useful, for example, in attracting sub- 
scriptions to public loans, but it should 
be pointed out that government resources 
for all purposes—development is only 
one—should be considered as a _ whole. 
The ear-marking of particular savings 
for particular development projects does 
not in itself ensure that the projects sub- 
scribed to will im fact obtain a larger 
share of total government funds than 
would otherwise have been the case. 
Local savings may naturally be obtained 
for specific local development through 
credit co-operatives and building socie- 
ties, but are hardly capable of more than 
supplemental application. A more impor- 
tant problem is the reservation of national 
savings of under-developed areas for 
local investment. Encouragement of na- 
tional use for national savings is possible 
and is widely used. It may, in particular, 
be desirable to attract the investments of 
the local depositories of savings mainly 
into national securities or local assets, 
with the proviso that if local savings are 


deposited in foreign currencies, the de- 


positories must be enabled to hold foreign 
investments to correspond to their for- 
eign currency commitments. The under- 
developed areas which are part of, or 
are in close relation to, larger and more 
highly developed financial systems form 
a special case since they gain on balance 
through a net inflow of funds at low rates 
of interest; in practice such areas have 
not made any attempt to reserve local 
savings for local investment. 


The direct reinvestment of profits 
without the intermediary of specific in- 
stitutions, or their retention as business 
deposits in banks, forms. an important 
part of total savings in under-developed 
countries, as it does in more fully de- 
veloped countries. Although this source 


knowledge of the banker. | 


* 


1951 


FAR EASTERN ECONOMIC REVIEW 


ef finance may not necessarily produce 


the best direction of investment, it un-. 


doubtedly tends to increase the total 
volume of savings, and therefore the 
tendency in under-developed countries is 
to encourage and welcome it. Tax dis- 
crimination in favour of non-distributed 
profits or, in some cases, if reinvested 
profits is used, reinvestment of profits 
is made a condition of certain types of 
government assistance, and company 
laws encourage or enforce the retention 
of profits. Encouragement to reinvest 
profits which would otherwise go abroad, 
especially those of foreign companies, 
seems particularly desirable. 


At more advanced stages among 
under-developed countries, when there is 
a supply of marketable company and 
government securities, a stock exchange 
is a valuable supplement to other financial 
institutions to give individual investors 
an opportunity to contribute savings, 
without excessive risk, to development 
in other ways than through the medium 
of banks or other deposit institutions. 
Stock exchanges may also contribute to 
expanding large family-owned enterprises 
into some form of joint stock companies. 
Stock exchanges in under-developed coun- 
tries often suffer from a narrow market, 
and resulting large price fluctuations may 
make investement in industial or even 
government securities risky for the in- 
dividual investor. The general principle 
which can be established is that govern- 
ments should not prematurely force es- 
tablishment of a stock exchange before 
a sufficient supply of securities exists. 
Once established, the government should 


encourage and supervise the stock ex-' 


change to prevent abuses. Where stock 
exchanges exist, they offer a medium 
through which private participation in 
public enterprises can be arranged. 


Private savers in under-developed 
countries often show a tendency to save 
by acquiring gold, real estate or other 
real assets instead of depositing their 
savings in the form of money. In reflect- 
ion of this preference, banking institutions 
themselves may also tend to invest sums 
deposited in financing real estate trans- 
actions or hoarding activities. So far 
as the individual saver is concerned, this 
tendency can be counteracted ‘in part by 
education and by making safe, easy and 
attractive depositing facilities widely avail- 
able. Governments should at least refrain 
from making investments in such forms 


as real estate holdings financially more 


attractive than more socially desirable 
forms of saving as, for example, by giving 
real investment more favourable treat- 
ment in tax rates in assessment or in 
administration or by limiting the invest- 
ment of institutional funds. The sugges- 
tion that savers’ preferences might be 


paralleled instead of counteracted by the 


issue of gold certificates, real estate 
certificates, etc., deserves further examin- 
ation but has obvious limitations. If 
actual gold or real estate has to be held 
as backing, little is gained. Where savers 
can be persuaded to accept certificates 
without backing it would seem that they 
could also be persuaded to deposit savings 
in the form of money. 


The of a proper. agricul-. 
tural credit system also raisés: problems. 
The weakness of many existing systems 
is evidenced by widespread private 
money-lending at exorbitant ‘rates of in- 
terest, accompanied by other abuses. Some 
countries have tried to fill the gap by 
co-operative or governmental credit faci- 


lities. Co-operative forms of organization, 


both specialized credit co-operatives and 
multi-purpose co-operatives, have im- 
proved agricultural credit and controlled 
its use by linking credit with supplies 
and advice. Their existence has also 
served as a check on the abuses of private 
lending. Governments should continue 


to give encouragement to the growth of 


co-operative forms of credit organization, 


even though such forms have not been 


found equally successful everywhere. In 
some regions inadequacies in education 
or local tradition have worked against 
their wider use. 
excessive subdivision and fragmentation 
of holdings, laws preventing use of land 
as collateral, are obstacles in the develop- 
ment of agricultural credit, which public 
or co-operative organizations may be 
required to overcome. Thus there is 
scope for improving agricultural credit 
facilities as part of the process of general 
agricultural reform. 


Commercial banks and other depositor- 
ies of private savings do not normally 
provide long-term capital for development 
projects by long-term loans, and even 
less so through risk capital. There are 
significant exceptions, however; in 
some under-developed countries private 
banks, insurance companies, investment 
trusts and similar institutions are supply- 
ing such long-term capital needs and are 
even promoting and setting up enterprises 
of their own. As a general principle, com- 
mercial banks and similar private institu- 
tions should not be encouraged to under- 
take further long-term industrial invest- 
ment than they voluntarily plan in 
accordance with the nature and structure 
of their deposits. If long-term invest- 
ment in industrial loans or capital is 
desired on the part of private banking 
institutions, it is preferable to create for 
this purpose specialized institutions, which 
may be associated with existing com- 
mercial banks. In the case of intermediate, 
as distinct from long-term, loans for 
productive purposes, there is some 
scope for government encouragement of 


an active credit policy on the part of. 


banks, provided that their liquidity is 
safeguarded. 


Governments have adopted a number 
of measures designed to induce banks 
to increase the proportion of intermediate 
or long-term productive investment. Such 
measures include, in particular, special 
rediscount facilities. In any measures 
of this kind, the position and security of 
the saver and depositor should be care- 
fully safeguarded. Where public or semi- 
public bonds have been issued for the 
———. of development projects, and 
private banking institutions are induced 


.to invest in them more than‘they would 


on their own initiative, it becomes an even 
more direct responsibility of governments 


Communal ownership, 


* to provide liquidity for banks in need of 
cash, either by free facilities for rs 


the ‘bonds, or by general central ban 
policy. 


As a sonnei principle, it would seem 
preferable for the government to direct 


‘investment into preferred fields either 


by such fiscal measures as more favourable 


tax treatment or by direct use of public .- 
_ funds in a public enterprise or a subsidy 
to a private enterprise. 


When credit 
regulation of private institutions is at- 
tempted, this may be more effective if 
used negatively, that is, by restricting 
credits in undesirable directions, such as 
undesirable speculation and consumption 
credits, rather than by positive direction. 


Government Funds: Taxation and 

Borrowing 

In view of the insufficiency of volun- 
tary saving in under-developed countries, 
the total volume of deliberate saving can 
be increased through use by. the govern- 
ment, for purposes of capital development, 
of the proceeds of compulsory saving, that 
is, taxation. Governments can, and do, 
utilize a substantial part of voluntary sav- 
ings by borrowing. Another form of 
compulsory saving is by credit expansion 
or other monetary devices which are in- 
flationary in nature. 
“borrowing,” especially by governments 
from central banks and the private bank- 
ing system, constitute the most common 
form of such monetary devices. As a gen- 


eral principle, such devices, because of. 


their inflationary tendencies, are the 
least desirable method of financing. 
They cannot, however, be categorically 
excluded since in certain circumstances 
they are the only possible method of 
bringing unused resources into operation 
or increasing productivity rapidly. How- 
ever, in view of the inflationary condi- 
tions already prevailing in many under- 
developed countries, this must in the gen- 
eral case be considered a dangerous me- 
thod of financing. It is in any event 
essential to recognize any inflationary 
policies and keep them under control. 


The general structure of taxation in 
under-developed countries is so different 
among the various countries that no de- 
tailed suggestions of universal application 
on preferred types of taxation can be 
given, but certain general principles 
emerge. The trend is towards an extend- 
ed use of direct taxation; where such 
taxes can be fairly administered and col- 
lected, they are suitable to the great con- 
centration of incomes characteristic of 
many under-developed countries. There 
is, however, a limit to the proportion of 
income which can be taken in this form. 
It appears that latterly the limit of direct 
taxation has been reached or approached 
in a few under-developed countries, and 
increased reliance on indirect taxation 
and excise duties can be observed in sucn 
countries. Difficulties of assessment and 
administration of direct taxes, as well as 
their possible deterrent effects on invest- 
ment, are further limits to the extent to 
which they will be able to displace in- 
direct taxation. Import duties are widely 
used in under-developed countries for ree 


Certain forms of . 
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‘venue purposes. In’so far as they have’ 


a protective effect, they raise problems of 
commercial policy beyond the scope of 
the meeting. Exemptions from existing 
‘import duties can be used to facilitate the 
importation of goods needed for selected 
fields of economic development. 


In a number of countries taxation has. 
not yet reached a level where its burden | 
would prevent the extended use of this: 


method of financing development. 


While increasing tax revenue is gener- 


ally desirable in under-developed coun-. 


tries, such tax increases may result in 
some diminution of private savings, so 
that the total sum available for capital 
development would not be increased by 
the full amount of the tax. 
and duty exemptions and other types of 
fiscal concessions to encourage saving 
and investment have been widely used. 
There is, however, a limit to the over- 
elaboration of the fiscal structure beyond 
which administration becomes difficult 
and fair and impartial treatment more 
difficult to ensure. 


Allocation of specific taxes to particu- 
lar development projects or development 
fields or corporations has been preferred 
in some countries in order to give a 
greater degree of security, independence 
and continuity to specific development 


expenditures. Sometimes the method has - 


not been found satisfactory and has been 
abandoned. Similarly, allocation to pro- 
ductive investment of income from royal- 
ties or export taxes arising from the de- 
pletion of natural assets seems a plausible 
policy, but this also may not be generally 
applicable when such income forms the 
bulk of all government revenue. Govern- 
ment revenue and government expendi- 
ture for all purposes, including regular 
government functions other than develop- 
ment, should be considered as a whole; 
the allocation of particular revenues to 
particular expenditures is not a guarantee 
that development expenditure will be 
larger or more stable. 


In view of the paucity of domestic 
financial resources in under-developed 
countries, it is particularly important that 
their governments’ should receive sub- 
stantial tax revenues from foreign invest- 
ments without thereby discouraging them. 
Since foreign investors are usually also 
taxed by their home governments, a prob- 
lem of multiple taxation arises. Tax 
credits granted through unilateral legis- 
lation or bilateral tax agreements by 
Capital-exporting countries, for taxes 
paid to the countries where the assets 
or enterprises are located, can effectively 
solve this problem. 
countries can then raise their taxes to 
the limit of this credit without imposing 
an additional burden on the foreign in- 
vestor. Avoiding multiple taxation by 
reserving exclusive taxing authority over 
foreign assets and income to the tax- 
payer’s home country is not recommend- 
ed, since under-developed countries which 


Specific tax 


Under-developed 


have scant foreign establishments and in- 


- vestments would lose important sources 


of revenue without equivalent compensa- 
tion. 

As to the relative share of taxation 
and government borrowing in the fiscal 
structure, few general principles can be 
stated. Taxation should cover at least 
current expenditure on normal govern- 
ment services. Borrowing is particularly 
appropriate to finance government ex- 


-penditure which results in the creation of: 


capital assets or which is otherwise direct- 
ly productive. Experience varies as to 
the relative degree of control over expen- 


diture from proceeds of taxation, as com- 


pared with expenditure of borrowed 
money. In some countries, it has been 
found that borrowed money is more care- 
fully and efficiently spent than tax money; 
in others, the opposite. In so far as 


borrowing is resorted to, proper techni- 
ques of efficient debt management may 


become an important factor in lowering 
costs of financing economic development. 


Public funds may flow into develop- 
ment either directly, through government 
departments, or through specialized pub- 


lic, or partially public, financing institu- 


tions or corporations. Such specialized 


institutions are now a generally accepted 


feature of development policy in a num- 
ber of countries. They have been found 
useful in decentralizing decisions, in per- 


-‘mitting joint participation of private and 


public capital, in assuring reinvestment of 
profits and in other ways. On the other 
hand, if both public and semi-public or- 
ganizations are at work, problems of 
overlapping, both with each | 
with government departments, arise, 
the cost of administration may be 
heavy, and there is danger’ that 
governments may lose 
over-all development policies. These 
problems should be weighed against each 
other in particular conditions. The only 
principles which can be enunciated are 
that the device of a separate corporation 
or similar institution is more appropriate, 
the more directly operational and com- 
mercial the task, and that general policy 
control should be retained by the govern- 
ment. 


It cannot be stated as a general princi- 
ple that public funds should be confined 
to fields in which there is no competition 
with private profit-making capital. Gov- 
ernment activities in profit-making fields 
have been found useful in a number of 
countries in’ preventing private mono- 
polies, providing profits to finance other 
activities carried on at a loss, serving 


as a yardstick for assessing the efficiency _ 


of private enterprise, and so on. Since 
one of the purposes of government action 


other and > 


control of. 


‘greater 


is the fostering of private capital erigaged - 
in useful activities, it may be advisable ta’ 
engage such capital in joint participation 
and turn the enterprise over to private 
management for full operation, when rea- 
sons of strategy, public welfare, or gen- 
eral policy on national ownership do not: 
impede it. Similarly, employment of 
public funds cannot be restricted to parti- 
cular fields although it can be said that 
general services and utilities are the most 
suitable fields for the employment of such 
funds. 


High Rates of Interest 


For established enterprises, high rates 
of interest for borrowed funds are often 
compensated, in their deterrent effects on 
investment, by correspondingly high pro- 
fits. Obviously, there is no such compen- 
sation in the case of non-profit-making 
government enterprises, especially in the 
provision of social capital required for 
economic development. Even in the case 
of private enterprises, compensation 
through high profits does not apply in the 
early years of new investment. When the 
interval between the original investment 
and the earning of normal profits is con- 
siderable, the high rates of interest are 
a considerable net burden and a powerful 
deterrent to new development. Similarly, 
when the development is in fields in 
which rates of profit vary considerably, 
high rates of interest add to the fixed 
burden and hence to the risk of invest- 
ment. Thus high rates of interest are 
at the same time a symptom and a cause 
of risks in investment. 


Part of the high rates of interest is due 
to lack of proper financial and credit 
machinery. This is a very important part 
—one which it is essental to control by 
developing banking and credit organiza- 
tions. Lack of them is especially notice- 
able in the remoter areas of under-deve- 
loped countries, outside the main con- 
centration banking institutions. A 
diffusion of banking facilities 
is therefore important, not only in order 
to reduce rates of interest but also in 
order to spread actual development more 
widely inside the under-developed coun- 
tries. It is noteworthy that in a number 
of under-developed countries extension of 
credit facilities has already resulted in a 
marked fall in interest rates in important 
sectors. Governments may further con- 
tribute to lower interest rates by low 
rediscount rates and the lending of public 
funds at low rates of interest. 


It has to be recognized, however, that 
an important part of the high rate of 
interest reflects the capital shortage and 
the pressure on available funds in under- 
developed countries; a high rate is also 
a means of invoking additional savings to 
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reduce the shortage. To the extent that 
high rates of interest are due to such 
factors, no purely monetary or financial 
measures can be recommended, Another 
part of the high rate reflects the greater 
risks of investment and speculation in un- 
der-developed countries; this is reducible 
mainly by diminishing such risks, especial- 
ly by orderly development policies and 
prevention of unsound investment. To 
some extent, the high rates of interest 
in many countries are a reflection of past 
inflationary experiences and of uncertain- 
ty of the future. In so far as this is the 
case, they can be lowered only by avoid- 
ing inflationary techniques in financing 
and by restoring confidence. 

It has been noted that where foreign 
financing has been obtained for particular 
projects, domestic financing has been ob- 
tained at lower rates of interest than 
those geNnerally prevailing. 
larly be expected that international co- 
operation in the form of technical assis- 
tance in preparing and assessing projects 
may help induce domestic capital to come 
forward at lower rates of interest. If, 
however, there is depreciation in the cur- 
rency of the borrowing country, the rates 
of interest on debts incurred in terms of 
foreign currency are effectively increased 
and may be raised above domestic rates; 
where the currency of the lender depre- 
ciates, the effective rate of foreign bor- 
rowing is lowered but this will be less 
frequent. 


Limitations of Domestic Financing of 

Specific Projects 

In a few under-developed countries 
generally, and in certain fields of develop- 
ment in others, it may be that domestic 
savings in various forms should be suffi- 
cient to cover total costs. More frequent- 
ly, however, it is desirable or necessary to 


HONGKONG HOTEL 
-PEDDER STREET 


It may simi- - 


TEL. ADDRESS “KREMLIN”’ 
SITUATED IN THE HEART OF THE CITY WITH EASY 
ACCESS TO THEATRES, SHOPPING AREA ETC. 


supplement domestic financing by foreign 
sources of finance. It is also generally 
the case that development. projects in- 
volve immediate expenditure for foreign 
exchange. There is, however, no direct 
logical connexion between immediate ex- 
penditures in local and foreign currencies, 
on the one hand, and the desirable pro- 
portion of foreign and domestic financing, 
on the other. 

The most desirable proportion of for- 
eign financing for given development pro- 
jects can be determined only by assessing 


‘the domestic savings opportunities, whe- 


ther voluntary or involuntary, as a whole. 
In such an assessment, it is important to 
be aware of the secondary repercussions 
(recurrent and non-recrrrent) of given 
development projects, including repercus- 
sions on the balance of payments. When 
such an assessment is made, it is often 
found that the requirement for foreign 
financing may be either larger or smaller 
than the foreign exchange expenditure 
immediately involved. It is hoped that 
techniques for such general assessment 
will be developed so that, in the execution 
of a sound develorment programme, the 
savings possibilities existing in the under- 
developed country may be fully utilized, 
and, on the other hand, foreign financing 
may be sufficient to prevent domestic in- 
flation. 

In a number of cases, especially in the 
less developed countries, opportunities do 
Not exist for covering the whole of the 
domestic expenditure for important deve- 
lopment projects by voluntary or fiscal 
savings. In such cases, to restrict foreign 
financing to the vart needed for foreign 
expenditure would mean either that the 
under-developed countries would be 
thrown back on inflationary techniques 
or that they would simply not be able to 
provide the necessary funds. Under such 


circumstances it may even be envisaged 
that the required expenditure would be 
possible only if provided by international 
funds, especially when projects of high 
public interest and doubtful commercial 
value are iNvolved. 

It is, therefore, felt that foreign loans . 
should not be restricted to covering eX- 
penditures abroad in foreign currencies, 
but, where necessary in line with the pre- 
vious discussion, should be available to 
cover domestic expenditure as well. 

In may be noted that when foreign 
financing is not in the form of govern- 
mental or international loans but direct 
private investment, the total expenditure 
involved, whether in foreign or domestic 
currency, is generally supplied from 
abroad, often together with the required 
technical skills and assistance. A satis- 
factory relation between foreign and 
domestic financing can be established, 
subsequently, by arranging for participa- 
tion by local capital. In this respect, the 
problem of a satisfactory relation between 
domestic and foreign financing seems 
easier of solution in the case of direct 
private investment than in the case of 
governmental or international loans. 


SIN HUA Trust, Savings & 


Commercial Bank, Ltd. 
(Incorporated in China, 1914) 
Hongkong Branch: Marina House 
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Industrial relations in the first seven 
months of 1950, for which figures are 
now available, have been quite satisfac- 
tory. The average daily number of work- 
ers employed more than maintained its 
level of last year. The upward trend 
in the annual earnings of factory work- 
ers continued. Sustained improvement 
in the field of labour relations was 
noticeable, the number of disputes, work- 
ers involved, man-days last all showing a 
steady decline. Employment exchanges 
were growingly popular. 

In the succeeding period, however, the 
great Bombay Textile strike took place 
for nearly six weeks, affecting more than 
500,000 workers. This should affect the 
the final figures for the year-in an ad- 


verse direction in respect of the lead’ 


which the first seven months’ details show 
over 1949. 


A continued, ‘though slight, rise in the 


average daily number of workers employ- 


ed in factories is noticeable from the 
estimates for 1949, the latest year for 
which figures are available. Their num- 


ber in factories of the Indian Union (ex- 
cluding the former ‘‘States,’’ Bihar, East 
Punjab & West Bengal) which stood at 
1,396,648 in 1948  inereased to 


1,501,823, a rise of 5,175. This is less 
marked than last year when it showed 
an increase of 4.6% over the previous 


year. In the prewar year 1939, the figure 
was a bare 976,656 for the same regions 
and 1949 thus shows an increase of 525,- 
167 or 54%. But the number is still less 
than that for 1945, the immediate post- 
war year, when it stood at 1,519,952. 

The pattern of factory employment in 
various states was the same _ as last 
year. Bombay continues to hold the pride 
of place as last year with an_ estimated 
number of 770,993 as against 737,460 in 
1948 showing a rise of,about 4 per cent. 
West Bengal (as revealed from figures for 
first half of 1949), Madras and Uttar 
Pradesh follow in this order as in last 


year, but in their cases, there was a frac-_ 


tional deciease in the number employed 
as compared with last year. Thus, the 
uniform trend towards an increase, which 
was evident in all the states in 1948 when 
compared with the previous year changed 


FUJTironz STEEL | 


cluded in this survey, since 


to become more or less stable at the 1948 
figures, with the notable exception of Bom- 
bay where the number has shown a steady 
increase since 1946. In Delhi, where the 
figure had been falling from 1945 till 
1947, increased in 1948 presumably due 
to the partition and consequent influx’ of 
people, and the trend was kept up in 1949 
also when the figure stood at 38,430 asi 
against 36,870 in 1945, 

From the available figures of average 


annual earnings of Factory workers in - 


1949, it is seen that they maintained their 
upward trend in all the states. This was 
a continuance of the previous trend as 
all the States without a single exception: 
had diselosed this trend in 1948 when 
compared with the previous year. Bom.- 
bay as usual heads the list with Rs.'1209.5 
as against Rs, 1141.9 in 1948, and Rs. 
370.4 in 1939. The earnings have thus 
increased to 3.3 times their pre-war level: 
Similar increases occurred in Punjab, As- 
sam and Madras, where the earnings were 
993.0, 951.0 and 726.6 respectively as com- 
pared with 675.9, 795.8 and 611.8 in 1948. 

Industrial relations, as judged from 
the statistics for the first seven months. 
of 1950 show a sustained improvement. 
The number of industrial disputes during 
this period totalled 606 only as against 
753 in the corresponding period 
year and 1,113 in that of 1948. The 
monthly average of disputes thus works 
out to 86.6 as against 107.6 in the pre- 
vious year. 

There was a corresponding decrease 
in the number of workers involved as 
well, which stood at 359,382 while in the 
previous year it was 550,322. A substan- 
tia! decrease of about 50% was the not- 
able feature in the number of man-days 


lost which dropped from 4,082,048 for 


the first seven months in 1949 to:2,068,579 
for the corresponding period of 1950. 
The above analysis proves that there 
has been considerable improvement in 
the field of industrial relations. -It must, 
however, be observed that the great tex- 
tile strike of Bombay has not been in- 
details re- 
garding the same are not yet available. 
But, on the whole, there has been a pro- 
gressive improvement in the sphere of in- 
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more amicable and hence more conducive 
to India’s industrial development. 

The steady increase in the number of 
employers using the exchanges was proof 
of the growing popularity of the em- 
The number which 
was 3,912 in January rose steadily to 6,919 
in July. In the corresponding period of 


last year, the figure was always between | 


4,000 and 5,000 except in March 1949 
when it was 5,274. It may be mentioned. 
that the number of exchanges also in- 
ereased from 54 in last year to “4 this 
year. In the number of vacancies noti- 
fied also there was a small rise from' 
229,776 in the first seven months of 1949 
to 230,899 in the corresponding period of 
1950. There was a‘similar increase in 
the number of registrations from 663,936 
to 666,787. 


LANE, CRAWFORD, LIMITED. 


Notice To Shareholders 


Notice is hereby given that the 
Twenty - fifth Ordinary Yearly 
Meeting of Shareholders of Lane, 
Crawford, Limited will be held in 
the Jacobean Room, Hongkong 
Hotel, Pedder Street, Hongkong, on 
Wednesday, lith July, 1951, at noon, 
for the purpose of receiving the 
Company’s Accounts for the year 
ended 28th February, 1951, and the 
Directors’ and Auditors’ Reports 
thereon; to sanction the payment 
of Dividends; to re-elect a Director, 
and to appoint Auditors. 


The Share Transfer Books of the 
Company will be closed from 27th 
June to llth July, 1951, both days 
inclusive. 


By Order of the Board of Directors. 


R, S. Huthart, 
Secretary. 


Hongkong, 19th June, 1951. 


Cable Address: STEELFUJI TOKYO 
Edobashi, Nihonbashi, Tokyo, Japan 
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KAWASAKI 


(Iwate Pref.) 
(Kanagawa Pref.) 
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INDIA’S EXPORT & IMPORT CONTROL POLICIES 


Throughout 1950, a policy of liberali- 
sation of export control has been main- 
tained. Only in some cases, where the 
impact of a greatly increased overseas 
demand was felt, the policy had to be 
reversed. Directional canalisation, to 
earn dollar and other hard currencies, 
has been maintained. Further steps 
have been taken to simplify proceaure 
for exvort licensing so as to eliminate 
delays and difficulties which were found 
irksome to the trade. Also, control has 
been mostly centralised under the Com- 


merce Ministry.. 


As regards import control policy, the 
Government have maintained a cautious 
approach based on foreign exchange 
resources and essential needs of the 
country. It continues to be governed 
by their desire to provide reasonably 
adequate exchange for the import of 
machinery and industrial raw materials 
and also to make fair provision for the 


‘jmport of essential consumer goods. 


In 1949, the Government had followed 
the policy of liberalisation and, by the 
end of that year, the export trade in 
practically all commodities, which were 
of importance, had become either com- 
pletely free or very nearly so. Jute 
goods, cotton piecegoods, oils and oil- 
seeds were subject to licensing restric- 
tions merely as a matter of form. But, 
at the beginning of 1950, due to exces- 
sive overseas demand for a number of 
commodities, restrictions had to be im- 


posed on them. 


Export of groundnut for instance, 


which was allowed till February 1950 
on the principle of ‘first come, first 
served’, was suspended recently. A 


quota of 8,000 tons was, however, al- 
lowed latterly, to be exported before 
December 1950 from the last season’s 
crop to hard currency’ areas. Out of 
the new crop, a quota of 20,000 tons 
has been allocated to be exported m 
January-February 19651. 

re grant of licences for export of 
coarse and medium cloth was disconti- 
nued during the first half of 1950. 
During the second half, however, the 
restriction was slightly relaxed. 
quota of 125 million yards of this cloth 
was permitted to be exported to scft 
currency areas before December. The 
export of fine and super-fine cloth to 
all destinations and coarse and medium 
cloth to hard currency areas continued 
to be licensed outside this quota. For 
January-July 1951 licensing period, the 


export of 100 million yards of coarse 
and medium cloth to soft currency coun- 
tries will be permitted. For hard cur- 
rency areas, licence for this type of 
cloth will be limited to 20 million yards. 
The export of fine and super-fine cloth, 


handloom cloth and other textile manu- 


factures, will also continue on the basis 
of free licensing. 


Raw wool, which was free for export 
for many years, was once again brought 
under control from July. In November, 


- however, the restrictions were relaxed 


to some extent. A quota of 15 million 


lbs has been permitted to be licensed 
on shipping bills; shipments will be al- 
lowed on the principle of ‘first come, 


first served’ and will stop as soon as 
the ceiling is reached, 


In other respects, the policy of libe- 
ralisation of control has been pursued, 
by either freeing the items from res- 
trictions or placing them on the Open 


General Lience. For example, dried 
salted and unsalted ffish, steomeal, 
horn and hoof meals, E.P.N.S. sport 


articles like cups, shields, medals, tro- 
phies etc., wood and timber, motor 
vehicle spare parts of indigenous origin, 
aluminium ingots, sheets, circles, cables, 
foils, powder and other products thereof, 
etc., have been allowed freely to all per- 
missible destinations. The 0O.G.L. IV 
has been progressively widened in its 
scope and it now includes more than 
fifty items. Some of the items which 
have been brought under this O.G.L., 
are cotton hosiery, straw boards, mill 
boards, card boards acetyline gas, 
vegetable oil products and art silk and 
manufactures except yarn. 


To simplify procedure, all the items, 
which were formerly under the control 
of the Food Ministry, were transferred 


to the control of the Ministry of Com- 


merce. Similarly a large number of 
items, which were controlled by the 
Ministry of Industry, were also trans- 


ferred. 


Export Duties 


To check rise in prices, consequent on 
flight of commodity prices in interna- 
tional markets following the Korean war, 
export duties on certain commodities 
were raised. Duty on hessian has been 
raised in two stages from Rs. 350 to 
Rs. 1,500 per ton. That on raw cotton 
was raised from Rs. 100 to Rs. 400 per 
ton. Duties have been levied on cotton 


waste at 50 per cent a.d.v. and on raw 


wool at 30 per cent. 


The need for economy, combined 
with the consideration that the staff in 
import and export control organisa- 
tion should not ‘be curtailed at the cost 
of efficiency made it necessary for 
imposition of fees for export and im- 


port licences. 


Import Control 


As a result of the cancellation »f the 
Open General Licences and the planning 
of a restricted import programme in the 
latter half of 1949, the balance of pay- 
ments position improved in 1950. For 
the period of twelve months ended June 
1950, there was a surplus of Rs. 70 
million, according to the estimates of 
the Import Enquiry Committee. This 
relatively easy exchange position during 
1950 was reflected in a slightly more 
liberal import programmes for the 
licensing periods January to June and 
July to December 1950. Suitable  in- 
creases in monetary allocations for 
various essential commodities were 
provided, the main ones being caustic 


soda and soda ash, art silk yarn, non- 
ferrous metals, raw cotton, raw wool, 


ete. 


Some of the other important develop- 
ments in the import control policy during 
the year were (1) resumption of trade 
with Pakistan on a limited scale till Sep- 
tember 30, 1950, (2) introduction of 
long-term licensing scheme covering a 
substantial range of the import trade, 
particularly raw materials and other re- 
quirements of industry, (8) issue of 
0.G.L.s Nos. 20 and 21, and (4) in- 
clusion of Belgium, Switzerland, West- 
ern Germany, Argentina and Paraguay 
in the soft currency area. 


As a result of a trade agreement be- 
tween India and Pakistan towards the 
end of April 1950, O.G.L. XVII was 
issued by the Government of India on 
May i8, 1950, permitting thandloom 
cloth, soda ash ete. from Pakistan. This 
agreement was. not revived after Sep- 
tember and consequently this 0O.G.L. 
was cancelled thereafter. 


0.G.L. XVII, which was_ issued in 
November 1949 permitting free im- 
portation of raw salted niues and skins 
from Afghanistan. Iran, Iraq, Aden, 
Java, Kenya Colony etc. was extended 
to the end of December 1950. 


The long-term licensing scheme re- 
lerred to above owed its origin to a 
desire of the trade and industry that 
import trade programme should_s be 
planned for a longer period. After 
caretul examination of the proposal at 
the time of framing the import pro-. 
grammes for the half year July-Decem- 
ber 1950, the Government decided to en- 
tertain torward commitments for the 
period January-June 1951, in respect of 
a substantial range of the import trade, 


_ particularly raw materials and other 


essential requirements of industries. For 
commodities included in the scheme, 
two sets of licences were to be issued, 
one in respect of July-December 1950 
and the other in respect of January- 
June 1951. As regards validity of 
licences, it was decided that while 
licences would be generally valid for 
six months from the date of issue or 
from January 1951, as the case may be, 
in the case of certain articles licences 
with a twelve-month validity would be 
issued. Articles coming under this 
category include non-ferrous metals, cer-. 
tain tools, some machines and parts, 
aniline dyes, laboratory chemicals, sul- 
phur, agricultural implements, etc. , 


The Korean war gave rise to specula- 
tion in a large number of commodities, 
resulting in an increase in the prices 
of certain imported commodities and 
shrinkage in their availability. To meet 
the situation, the Government issued 
O.G.L. XX in favour of certain articles 


selected on the basis that (a) they were 


essential raw materials and component. 
parts, (b) they were not produced in 
India in significant quantities and(c) 
their imports in larger quantities were 
necessary to maintain essential supplies 
in the country. 


z 
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This 0.G.L. contained two lists: com- 
modities in the first list were permitted 
to be imported from all countries except 
from South Africa, while those in the 
second were allowed to be imported only 
from soft currency countries. As this 
0.G.L. ended in December 1950, O.G.L. 

1 was issued, replacing it and co- 
vering « Slightly larger number of items. 


During the latter part of the year, 
with the improvement in the balance 
of payments position, it was found pos- 
sible to treat Belgium, Switzerland, 
Western Germany, Argentina and Para- 
guay as soft currency countries and the 


0.G.Ls were extended to include them. 


Import Control Enquiry 

To review the import control policy 
in general and the working of the Im- 
port Control Organisation in particular 
and to devise measures to place the 
organisation on a sound basis, the Go- 
vernment appointed in July the Import 
Control Enquiry Committee. The Com- 
mittee completed its labours in a short 


time and reported to the Government - 


in October. They recommended stability 
in administration and policy in four 
principal directions in respect of over- 
all exchange allocations, in general 
licensing policy, in licensing policy in 
respect of particular commodities and 
in administrative methods and practices. 


One of the principal recommendations 
of the Committee, to ensure the desired 
stability was to fix a minimum annual 
ceiling of Rs. 4,000 million a year in 
the foreign exchange budget for the 
import trade for the next two years, 


so as to reduce fluctuations as far as 


possible. 


As regard the basic objectives of im- 
port control policy, the Committee re- 
commended. (a) limiting of the aggre- 
gate imports on Government or commer- 
cial account to the total available foreign 
exchange from different sources, inclu- 
ding sterling releases; (b) distribution 
of the available foreign exchange re- 
sources in the most equiiabie’ man- 


ner among the commodities required for 
(i) the planned development of agricul- 


ture and industry and (ii) the essential 
requirements of the consumers;  (c) 
consistent with the above objectives, 
moderating the fluctuations in the prices 
of particular commodities, where they 
might have abruptly risen much above 
the parity of general level of prices on 
of shortages resulting from 
eficiencies in supply or other causes. 


Decentralisation of the licensing pro- 
vedure, extension of the free licensing 
system, increased facilities to new- 
comers and steps towards improvement 
of the efficiency of the Import Control 
Onganisation were some of the other 
_ principal recommendations of the Com- 
mittee. 


So long as the present uncertainty 
regarding the balance of payments 


position lasted, the Committee recom- 
mended that the policy of the Govern- 


ment should be to concentrate on the 
maintenance of the existing O.G.Ls, 
followed by a gradual liberalisation of 


imports of licensable articles. 


The Committee recommended, further, 
that the present order of priorities for 
import of goods should be revised, in 
consultation with the trade. Pending 
such revision it suggested the following 
order of priorities tor the next two 

ears:—(a) Raw materials for exist- 
ing industries, including semi-manu- 
factured raw materials. (b) Spare parts 
and accessories for existing industries. 
(c) Machinery and equipment essential 
for agricultural production. (d) Plant 
and machinery for replacement or 
balancing of the existing capital equip- 
ment for industries. (e) Consumer goods 
essential to the life or health of the com- 
munity. (f) Essential consumer gooas 
other than those mentioned in (e). (2) 
Machinery and equipment required for 
expansion of existing industries or for 
other schemes where the withholding of 
imports is likely to hold up immediate 
increase in production, or add to costs 
already incurred. (h) Machinery and 
equipment necessary for the establish- 
ment of other industries, and (i) Non 
essential goods. 


The Committee added that licensinz 
should be only in respect of two currency 
blocs, viz, hard and soft currency coun- 
tries, so that licences could be utilised 
for imports from any country within a 
currency bloc. Licences for hard currency 
countries should be freely cunvertil:le 
into those for soft currency countries, 
while the conversion of the latter into 
the former would be permissibie only 
according to the general licensing policy 
in regard to hard currency areas. In 
special cases applications for the con- 
version of soft currency licences into 


hard currency areas, it was recommend- 
ed, might be consiaered on merit. 


The normal period of licensing was 
suggested to be on a_ twelve-monthly 
basis and not six-monthly as at present. 
In regard to capital goods and heavy 
electrical plants, the period of licence 
should continue to be for three years, 
with only one revaliaation after six 


months. No further revalidation should 
be necessary for the remainder of the 


three-year period. 


Licencing Policy for January-June 1951 | 


The recommendations of the Commit- 
tee are being actively considered by the 
Government. and some of them have been 
already given effect to in the licencing 
programme for the January-June 1951 
period. This policy broadly follows that 
ladopted jduring July-December 195). 
It applies to articles which were not 
licensable under the long term licensing 


scheme announced in June 1950. It indi- 
cated, as far as possible, whether licences 


will be issued to established importers, to 
actual users and/or newcomers and the 
extent to which they will be issued to 
each class of applicants. 


_As far as possible, continuity in the 
licensing policy has been maintained. 


Machinery essential for the development 
of the country and industrial raw mate- 


rials enjoy, as usual, a high degree of 


priority. Imports of essential consumer 
goods have also been allowed. 


Licensing of certain categories of 
Iron and Steel goods, which was pre- 
viously done by the Iron and Steel 
Controller, Calcutta, has been taken 
over for licensing by the Deputy Chief 
Controller of Imports, Calcutta. 


Whereas in the past licences have been 
issued to cover imports from specific 
countries mentioned by a licensee in his 
application, it has now been decided in 
accordance with the recommendations of 
the Knquiry Committee, that as far as 
possible licences will be issued to cover 
areas specified in the Public Notice an- 
nouncing the policy rather than the spe- 
cific countries. As a result of this deci- 
Sion, the licences issued will be of the 
following four main types:— 


(a) General licences: These will be 
valid for the import of goods mentioned 
therein from any country or countries 
included in the Dollar, Hard and or Soft 
currency Areas; (/b) licences for Japan: 
which will cover imports from Japan 
only; (c) Soft Currency Licences: which 
will be valid for the import of goods 
mentioned therein from any country or 
countries in the Soft Currency Area: 
and (d) Specific Licences: which will 
be valid only for the country mentioned 
therein. Such licences will be issued, for 
example, when a Trade Agreement has 
been concluded with the country in 
question, and the article concerned is 
included under the Trade Agreement 


- but is not licensable from the rest of the 


Licensing Area in which the country in 
question is included. 


Agents for Far Eastern Economic 
Review for United Kingdom and 
Continent of Europe:— 

Arthur H. Wheeler & Co, 

(Founded 1872) 
St, Stephen’s House, 
Victoria Embankment, 
London, S.W.1. 


Cables: Brookleigh, London 
Telephone: ABBey 6470. 


Inquiries regarding subscriptions 
and advertisements may be address- 
ed to the London Agents or to the 
‘Hongkong office. 


* * * 


Annual subscription for 


air express delivery .. £ ‘6, 
Subscription for sea mail 
delivery £ 4.10.—' 
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1951 | 
ECONOMIC STATISTICS OF INDOCHINA 
UNITS Monthly Monthly Febuary November December January February 
average average 
Rubber AGRICULTURE 
Exploited area ......... 1,000 Ha 1145 50,5 46,2 52,5 _» 62,5 — 
Production: Forests 
1,000 st, 157 83,2! 63,0 92,8 —-159,3 — 
| | INDUSTRIAL PRODUCTION 
COE 1,00 T. 194.6 41,8 19,0 57,4 63,4 58,0 23,8 
Cement broye (Nord Vietnam) ..:..... * 22,2 12,0 11,4 19,5 162 17,8 11,3 
Alcohol (Sud-Vietnam) ................ 1,000 1, L830 5525 329,6 663,4 692,1 4985 - 377,1 
350 644,6 616,0 633,1 726,2 748 9 
1.000 H1, 83 29,2 22,7 26,7 26,4 25,0 20,7 
3,4 10,2 63 10,6 7,0 10,9 9,3 
1,000 T. 3,3 9,7 7,4 10,5 8,3 8 2 8,2 
White Sugar (Sud-Vietnam) ......... Tons 1,500 133. — 194 
Red Sugar (Sud et Centre Vietnam) .... % 2.170 316 259 433 500 779 366 
Tobacco (Sud Vietnam) ................ | 278 382 291 405 £421 328 
1.000 m3 10 32,0 20,1 28,2 36,5 38,8 26,4 
‘ 2,5 12,1 9,6 12,4 13,5 12,9 9,2 
Electricity Nord-Vietnam .............. Millions 4,7 6,1 4,6 6,9 8.0 
(1) Railways COMMUNICATIONS 
International (1) Aviation 
Units 66 52 74 79 78 61 
Departures (passengers ................. 1.473 1.211 1.439 1.631 1,528 1,301 
Tons 85,7 70,6 81,9 118,8 117,0 90,0 
Domestic (2) | 
Units 1,253 1.291 1.154 1.496 1.323 1,256 
- Tons 919 825 814 (1.586 1,508 953 
Te Units 1.255 1,293 1,158 1.507 1.331 1,255 
Departures (passengers 12.963 12.485 13.499 16,908 17.374 18,033 
Tons 11.495 1.540 1,296 1.988 1,511 1.493 
Saigon: : Sea Ports 3 
Units 65 62 57 63 71 72 65 
- 1.000 T 207,8 163,0 161,4 153,2 160,7 224,3 168,8 
1,000 T. 208,1 158,0 171,5 144.5 134,2 236,1 165,8 
Merchandise discharged ..............- 26,7 79,8 72,9 105,8 77,2 77,1 
.. 141,7 45,5 449 46.6 41,9 64,5 66,5 
Haiphong & Baie d’Along | i 
Departures 1,000 T 122,0 44,2 29,2 58,6 432 38,8 
Hongay & Campha | 
Merchandise discharged .............00. 1,000 T 2,2 1,6 0.1 1,2 1,6 3,6 0,1 
Merchandise loaded 1186 21,8 17,3 30,9 31,2 31,2. 1,9 
Post: Post, Telegraph, Telephone 
Telegraph: 
1,051 935 724 1,180 1.064 — — 
Telephone: 
International conversations ............ — 12.788 _14,608 11.1386 15.159 = = 


(1) Saigon airfield. 


2) Traffic between the airports of Saigon, ‘Soctrang, Phnompenh, Dalat, Nhatrang, Tourane, Hanoi, Haiphong. 
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‘Indechina’s Foreign ‘Trade in ‘1950 
1949 1950 
se? Units 4th quarter year Ist 2nd 3rd 4th Year 
IMPORTS 
Principal Preducts 
es 4.874 11.682 3.537 2.828 4.021 4.885 15,271 
Preserved vegetables ...............++ 746 2.858 1.327 2.808 3,065 '2,139 8.839 
13,339 30.085 10.342 12.093 12.099 14.996 49 530 
Other petrol derivatives ................ ¥ 7.649 33.859 2,344 4.989 2,273 4,129 13.735 
Essential oils, perfumery .............. iz 192 739 110 140. 269 244 763 
DEDET BOOKS 4,310 16.307 3.651 3.887 8.768 6.937 23.241 
30.844 91.376 22.288 28.833 35.456 35.546 122.123 
Preserved vegetables ............0...06 : 6.419 24.073 10.307 16,208 24.239 14.129 64.883 
19.146 61.249 20.982 19.656 17.697 33,870 92.205 
‘ 19,113 66.027 19.065 18,347 21.189 21.940 80.541 
Other petrol derivatives ................ 1 12.851 52.822 3.851 7.621 5.017 5.625 22.114 
Essential oils, perfumery .............. tk 6.748 28.231 4.762 7,748 12.491 10.681 35.683 
Paner and paper goods .............. a xa 32.676 119.978 21.913 24.989 45.051 38.730 130.683 
“ 26.752 82.619 26.861 26.516 33.971 25.675 113.023 
199.115 727.028 159.972 169.509 236.323 35.063 600.867 
38.416 147.478 25.468 23.540 41.124 ~ — 
Electrical construction .................. i 26.941 103.441 23.015 35.098 39.083 32,355 129.561 
1,921 22.049 366 3.089 3.804 2,353 19,612 
Principal Countries of Origin | 
ees 21,2 68,6 4,8 8,2 9,1 4,7 26,8 
34.568 102.449 40.225 51.334 39.058 39.035 169.652 


} 
| 
| 
| 


1951 FAR EASTERN ECONOMIC REVIEW 17 
1949 1950 
Units 4th quarter year Ist 2nd “3rd 4th Year 
§.900 83,912 7.688 6.271 8.788 8.203. 30 950 
Hongkong 2:040 .15°811 2.742 2-174 2.385 7.634 14.935 
is 11.142 41 904 7.019 6.716 5.596 5.844 25 175 
EXPORTS | 
1.000 T. 113,5 413.7 19,9 99,5 76,8 130,7 388,9 
100: 1939 1.207 1 186 1.214 1.116 1.740 1 229 1 274 
Principal. Products 
Dried Vegetables 1.252 10 461 1.321 3.572 3.822 449 9.164 
1.002 8.865 840 2 510 2 803 360 6.322 
to Singapore 122 451 465 1.087 957 280 2.739 
17.414 29 .299 1.633 100 3 657 34.669 40.059 
43.307 72.616 11.425 20 950 9.235 16.910 58.520 
1.904 6.113 3 025 2.670 727 1.210 7-632 
41.403 64.203 6 400 13.800 8.110 13.000 41.310 
— 2.300 2.000 4 180 786 2.350 9.316 
246 768 266 136 966 514 1.032 
1.000 $ 1.060 11.231 991. 5.742 4.649 1.179 12 561 
6.674 65.343 6 587 17.185 19.944 2 577 46.293 
8.941 22.256 4.792 4 359 6.740 6.965 22.856 
17.431 56. 847 14.880 6.625 40 951 36.159 98.615 
10.458 51.058 — 7.457 4.888 12.514 24 859 
342 44.815 8.669 28 014 12.510 10.603 59.796 
9.074 19.971 1.678 5 761 13.912 9.533 30 884 
4.987 20.986 310 3.986 3.358 7.654 
3.211 12.722 4.169 2 843 3.292 6.603 16.907 
Principal Countries of Destination 
1.000 T. 24,5 91,7 23,3 13,0 25,9 35,3 97,5 
5.6 63.2 13,9 32,8 6,1 11,4 64,2 
99 50,9 10,4 8,4 16.8 12,8 48,4 
1.000 $ 138-179 558 849 111.433 76.999 213.665 196.329 598 .426 
5.597 13 575 106.157 17.582 80.084 103.441 307 .264 . 
30.454 118.529 22.152 41 972 32.808 41.755 138 687 
1.145 7.061 1.158 1.458 1.677 719 5.012 
17.437 58 707 12.623 8.889 4 148 11.294 26.954 


} 
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FAR EASTERN GOLD & EXCHANGE MARKETS 


INDIAN GOLD BULLION BUSINESS 


The world’s largest gold bullion busi-— 


ness is transacted in India where ex- 
changes operate in many Cities mainly in 
Bombay, Calcutta, Madras, Indore. The 
population of that vast country is tradi- 
tionally inclined to wear gold ornaments 
and to hoard gold in various forms incl. 
coin. Huge treasures are held in India; 
the rich and the poor pride themselves 
of the possession of trinkets and all man- 
ner of jewelry. It would be next to im- 
possible to try to deprive the Indians of 
the use of and trade in gold and no gov- 
ernment has ever attempted it. Never- 
theless, as a result of India’s low US$ re- 
serves and for the purpose of regulating 
exchange earnings of the country 
for essential imports (especially as con- 
nected with projects of industrialisation), 
the Indian govt. has resorted some time 
ago to an import embargo on gold, and 
has decreed penalties for offenders which 
are calculated to discourage smuggling. 
The Indian govt. realised, when it 
ceased the official purchase of gold and 
also prohibited private imports of bul- 
lion, that such regulations would be very 
hard to enforce, especially in view of 
the fact that there are Portuguese and. 
French possessions on the continent of 
India. Besides, the gold embargo was a 


very unpopular measure and has met with 


public hostility. In such an atmosphere 
the law is likely to be brought into con- 
tempt while law enforcement officers may 
not vigorously attend to their duties. 
Bribery is also a very widespread habit in 
India as in almost all countries of Asia, 
and therefore the enforcement of the gold 
embargo was always considered, in official 
quarters, as problematical. The ineffec- 
tiveness of the gold import embargo has 
been proved before the world in the daily 
proceedings of the various. bullion ex- 
changes; tremendous turnovers are report- 
ed and arrivals, i.e. gold which has been 
smuggled into the country, are meticulous- 
ly reported. 

It may be asked why, considering the 
past performance and the likely contin- 
uation of the embargo enforcement, the 
* unpopular regulation is not being scrapped 
and why the govt. is not resuming legal 
imports in consonance with the  tradi- 
tional demand of the bullion exchanges. 
Since the prohibition has proved ineffec- 
tive and the purpose of the embargo, Le. 
exchange conservation and direction into 
commercially desirable channels, has not 
been reached, the govt., if it is viewing 
the situation with some sense of realism, 
should do away with the legislation re- 
garding gold imports and institute some 
measure of adequate control, such as 
limiting imports which are officially 
licensed in the name of authorised dealers. 
As it is today, the gold trade is carried 
on without any disturbance, the exchanges 
are doing the customary roaring business 
gold in many forms is bought, sold and 

ssessed by the people, but the import 
is forbidden while illicitly very large 
quantities of gold reach India with re- 
gularity. At the same time, the Indian 
fiscus is not earning any duty from this 
flourishing trade, and the general public 
does not derive any benefits from the im- 


port of gold which was previously, on 


‘account of the heavy import duty, a con- 


siderable source of revenue for the state, . 
The import of gold into India was. 


before its prohibition the legal privilege of 


the central bank (Reserve Bank ef India). 


which on instructions from the central 
govt. purchased directly or issued licences 
to individual dealers. Duties were levied 
as follows (under the customs tariff as 
issued by the Dept. of Commercial In- 
telligence & Statistics) :— 

(a) gold bullion and sheets and plates 
which have undergone no process of manu- 
facture subsequent to rolling: 25 rupees 
per one tola of 180 grains fine. (b) gold 
plate, leaf and manufactures, all sorts, 
not otherwise specified: 60% ad valorem. 
(c) gold coin: 25 rupees per tola. How- 
ever, the govt. later decreed that articles 
of gold assessable under (a) and (c), as 
above, are exempt from payment of one- 
half of the customs duty i.e. the duty was 
reduced to Rs 1214 per tola. (The reduc- 
tion was made under Finance Dept., Re- 
venue Division, Notification 11—Customs, 
dated August 12,1946). 

The tola is the conventional weight used 
by the gold trade in India and in countrigs 
which are commercially 
sphere. The weight of a tola equals 0.375 
of an ounce troy or 0.311643 of a hong- 
ping tael. One oz troy equals 2.2/3 
tolas, or 3.208799 tolas equal one hongping 
tael. Thirty ozs troy equal 80 tolas. One 
tola = 11.6638125 metric grams. One kilo- 
gram = 85.7361 tolas. (The hongping 
tael which is used in South China, in 
Hongkong, Macao and in Far Eastern 
countries where large overseas Chinese 
groups reside such as in Bangkok, Sing’- 
pore, is the weight which jewelers and 
bullion dealers are accustomed to. This 
hongping or bullion trade weight  tael 
equals 577.584 grains or 37.42684155 metric 
grams or 1.2033 oz troy). 

The various bullion exchanges of which 
the one in Bombay is the country’s lead- 
ing one are transacting business on spot 
and forward basis. There is much specu- 
lation noticed as a host of investors and 
brokers and jobbers have no other oc- 
cupation but playing the market; this con- 
stant bull-bear contest injects interest into 
a market which otherwise would sluggish- 
ly move on, satisfying the requirements of 
the people and helping to increase con- 
fidence in the currency which by virtue 
of the ready conversion of it into gold 
can be termed gold-backed. Market fac- 
tors are reports and rumors bearing on 
world political developments, on domestic 
events, on regional East and Near East 
Asian affairs; some prominent jobbers 
with ample following are also able to sway 
the market in one or the other direction 
though not for long. However it is the 
technical position which determines in the 
final analysis the price; the actual de- 
mand/supply position and prices quoted 
abroad (Europe, New York, Far East, 
Near East) must be studied in order to 
arrive at a proper appraisal of the trend. 

Last year’s price movements were within 
narrow margins, the year’s highest & 
lowest prices were respectively Rs 119 
and Rs 107 per tola (which price equals at. 
the official Bombay/Hongkong exchange 


K$384—344, and per fine tael 


in the Indian 


rate, per tola- HK$ 144—129, per fine oz 
$462— 
414). Prices were isolated from the rest 
of the world and were the highest of all 


bullion markets. The average crossrate per 


oz moves this year around US$58—5814 
which is approx. 25—-30% above the Hong- 
kong gold crossrate. Demand and supply 
are in balance and imports have to be 
continually contracted so as to supply the 
large circle of buyers in the various lead- 
ing cities. Domestic mining is only now 
more energetically tackled, and the Hydera- 
bad mines are showing some promise for 
an early yield of gold metal, thus poten- 
tially reducing the heavy outflow of 
rupees and exchange required for the pay- 
ment of foreign mined gold. Besides bul- 
lion there is a regular market for gold 
coins, mainly the English sovereign (es- 
pecially actively traded at the Madras ex- 
change). 

The amount of gold in India cannot be 
estimated; it certainly reaches a fabulous 
figure. However the daily trading stocks 
at the exchanges are accurately known. 
1950 yearend stocks exceeded 125,000 tolas 
while daily arrivals (annual average) at 
Bombay figured at 8000 tolas and daily off- 
take at 5000 to 6000 tolas. Recent stock 
total reached about a quarter million tolas 
showing slight import excess over offtake. 
There have been, spurred by the develop- 
ments in Korea and elsewhere in this 
struggle-ridden world, heavy purchases 
which at times drove up arrival figures 
to 18,000 tolas per day (at the Bombay 
exchange only) and offtake figures to 
around 12,000 tolas. 

Imports are usually reaching Indian 
markets via Goa and Pondicherry. The 


. Portuguese colony of Goa, south of Bom- 


bay, comprises an area of only 1500 square 
miles with a population of 650,000, but 
its economic importance as an entrepot is 
much greater than could be supposed from. 
the size of this little place. French India 
the capital of which is Pondicherry (in 
Madras) comprises a much smaller area, 
viz. 203 sq. miles with a population of 
350,000 living, besides in the capital, in 
Chandernagore, Karikal, Yanaon and 
Mahe. There are other routes for import- 
ing gold into India but Goa and Pondi- 
cherry are the most convenient ones and 
in these two places are also found the 
best organised ‘transport entrepreneurs.’ 
Frequently the persons who carry the gold 
from the two foreign possessions into 
Indian territory are Moslims who are 
famed for their courage and ruggednegs, 
Imports into Goa and Pondicherry can 
be freely arranged; in the Portuguese 
colony’s case licences against a fee, are 
freely issued, in the latter case there is 
no restriction whatsoever on the bullion 
trade. The difficulty lies in communica- 
tions; by sea both colonies can be easily 
connected, and are regularly serviced, 
Portuguese and French ships being most 
prominent in the respective harbors but 
modern bullion trade prefers the air for 
transport. Both places having no landing 
facilities, the airborne bullion trade must 
resort to flying boats which are char- 
tered at considerable extra cost. As 
thowever the Indian gold trade is not 
erratic (like eg. the Hongkong and 
Macao business) and moves ‘on with 
serenity, there is no hurry to. fly the 
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precious cargo to the two colonies except 
when ‘emergency’ conditions of an in- 
dividual bullion firm prevail. : 

Prices in Goa and Pondicherry are 
usually 6 to 8% lower than in India, the 
difference being accounted for by profit 
margin and by transport charges. On 
the other hand, shippers of bullion to 
these two places are assured of a price 
ten percent above world market prices 
(by which is meant free European and US: 
quotations). Most shippers have derived 
a net profit of 10% when delivering their 
bullion in French or Portuguese Indian 
possessions. 

The question of transfers of funds has 
often presented some difficulty a8 con- 
version from rupees into US$—the dur- 
rency in which all gold trade is eventual- 
ly to be settled—has not always proved 
simple. Indian rupees were in many cases 
accepted by foreign suppliers who had 
then to convert them on other exchanga 
markets, where like in Hongkong a size- 
able TT New York business is daily con- 
ducted. The free market value of the 
Indian rupee was liable to decline if larger 
sums of that currency were offered with- 
out merchants taking them up quickly, 
In Hongkong the Indian rupee was _ at 
times quoted at a 10% discount, as a re- 
sult of heavy offers of rupee holders who 
were anxious to convert them, by first 
selling against HK$, into American cre- 
dits. 

The Indian economy however, follow: 
ing the commodity boom in 1950 and the 
prosperous working conditions in_ the 
country, was able to absorb this ‘shock’ 
and to finance quite easily the import of 
very large quantities of gold. It might 
be added that the Indian govt. when de- 
ereeing the gold embargo was unduly pes- 
simistic, holding that India’s foreign earn- 
ings were inadequate to finance both 
‘essentials’ and luxuries—gold being the 
luxury par excellance. The stability of 
the Indian rupee has been well maintain- 
ed in 1950 and the outlook for the cur- 
rent year, especially after the very ambi- 
tious development plans under the Colom- 
bo Plan have gotten underway, 18 en- 
couraging for the new state. No concern 
need be felt about the ill-effects of con- 
tinued gold imports but the stepping up of 
domestic gold mining should contribute to 
a further reinforcement of the overall 
economy of the Indian Republic. 

Suppliers of bullion are the leading 
dealers and brokers in London who have 
derived very great profits from this trade 
although not all of this money has 
remained in the pockets of the bullion 
brokers. Besides the London dealers 
there are welknown and very resourceful 
bullion firms in Switzerland, Italy and in 
Tangier. Gold metal has come from al- 
most all producers (governments) who 
were lucky to obtain from India far 
higher prices than the US Treasury would 
have offered. South Africa, the world’s 
largest supplier, has taken a growingly 
active part in this free market trade, and 
so have the Latin American states 
(through agents). Even Russian gold and 
‘bullion from countries behind the Iron 
Curtain have made their appearance in 
Indian and other Asian gold centres—the 
Russians in their contempt for profit hav- 
ing also found out that pecunia non olet 


and that, if there is an urgency to acquire 
exchange by gold sales, it is more profit- 
able to throw gold on the free market 
than into the US Treasury’s maw. 


GOLD TRADING IN HONGKONG AND 
MACAO 
While the two foreign colonies on 
Chinese soil are especially in these rather 
difficult years cooperating in most econo- 
mic matters, the gold business has been 
treated entirely different in Macao and 


_in Hongkong. Imports and exports of 


bullion and trading in any form is per- 
mitted in Macao though licences have 
to be secured by traders (which is a 
simple and cheap affair). 


In Hongkong strict prohibition of gold 
imports and exports has never been 
relaxed except in 1946 for a short period 
when some 100,000 ozs of fine gold were 
allowed to be imported, the Financial 
Secretary then being led to believe that 
the local gold price, having been very 
high because of an alleged shortage in 
the colony but actrally.on account of 
heavy imports into China, could be depress- 
ed by supplying Mexican gold coins and 
other bullion to the market. Subsquently 
finding out that Hongkong served as the 
main gold supply base for then inflation- 
ridden China, the local govt suspended 
import licences and since then has always 
maintained a policy of uncompromising 
prohibition, even transit trade being 
strictly ‘verboten’. This attitude of the 
local govt was influenced by the policy 
taken elsewhere in the British Empire 
and also in deference to the wishes express- 
ed, to London, by the International 
Monetary Fund. The Financial Secretary 
was, when he insisted on the ‘verboten’ 
policy, warned by local bankers and 
experienced traders that the consequence 
of this policy would only be to drive the 
trade to Macao and to deprive Hongkong 
of large revenue which could be derived 
from taxing bullion imports and exports. 

While Hongkong operated all these 
years following the end of world war II 
a free exchange market, thus being with 
one foot in the sterling area and with 
the other in the free exchange markets 
of the world which are dominated by the 
New York exchange, a free gold market 
was proscribed. No amcunt of arguments 
could change the views of the local 
authorities; eventually, upon protests by 
the IMF the local govt even attempted 
for a very short period the virtual out- 
lawing of gold trading and the possession 


‘of gold. Before this very unwise regula- 


tion came in force (April 15, 1949), sub- 
sequently amended to the satisfaction of 
the financial community of Hongkong, 
there operated without hindrance a gold 


‘ market both in forward positions and in 


cash deliveries. Huge deals were daily 
concluded, and the business was conducted 
as openly as could be expected of a free 
market. Nevertheless, the imports, mainly 
from Macao and the exports, almost 
exclusively to China, remained outlawed 
though little interference was noticed. 

Macao operated as Hongkong’s and 
China’s prineipal free gold supply base; 
Hongkong was needed because of its favor- 
able geographic position as from here 


ships and other means of transport were 
easily found for the sending of bullion 
to Canton, Shanghai and other principal 
trading and distributing centres in China. 

Hongkong govt, in an effort to stamp 
out gold trading altogether, decreed on 
April 15, 1949 that gold possession, 
trading and publication of information 
relating to gold business both in the colony 
and abroad was no longer permitted; 
however, a new type of gold was created, 
viz. so-called industrial gold of a fineness 
not exceeding 90% in which trading was 
not prohibited. Confusion followed this 
most unpopular piece of emergency legis- 
lation, there were most damaging rumors 
and coupled with the successes of the 
communist forces in China, the exchange 
position of the local dollar weakened, at 
the same time causing the general price 
level to move alarmingly upward. A HK$ 
confidence crisis had developed. In terms 
of US$ and gold, the local currency depre- 
ciated day by day. To put things aright 
again, the govt legalised gold trading, on 
May 30 of that year but stipulated that 
trade from now on was permitted only 
in gold of a fineness below 95%; sub- 
sequently the local bullion trade adopted 
as the trading fineness 0.945. Slowly 
the situation returned to more stability 
only to be shaken again by the devalua- 
tion of sterling on Sept. 19, 1949. 

Flight of capital had started when the 
ill-advised gold prohibition was promul- 
gated and though there has been some 
return of such capital, especially from 
America; the political uncertainties in 
Hongkong which became more pressing 
during the retreat of the UN forces in 
Korea last November militated against 
consolidation of confidence and the return 
of flight capital. The majority of this 
flight capital was of course of mainland 
Chinese and not local Chinese origin but 
local capital, including European owned 
funds, has also shown signs of nervousness 
and redirection to places considered to 
be less exposed to communist aggressions, 
Hongkong has however never suffered 
from dearth of capital; the money market 
has been on the whole easy and ready- 
investment funds of banks and financial 
institutions have always greatly exceeded 
loans, mortgages, advances ete. Outflow 
of local capital has taken place, particu- 
larly to sterling area countries (London, 
Sydney, Capetown, British East and West 
Africa being preferred by LEuropeans, 
while Indians remitted considerable sums 
to their homeland) and to the US (with 
Chinese capitalists, mostly from Shanghai, 
taking the lead). The US Treasury stated © 
that by. the end of 1949 there were short-i 
term US$ holdings of Hongkong residents 
in American banks to the amount of US$ 
8534 million (against 51 million at yearend | 
1948); additionally several hundred million 
dollars of US currency were held by 
Hongkong residents in form of US cur- 
rency notes. Other investments in the US, 
held by Hongkong residents, in the form 
of real estate, stocks and shares etc. can- 
not be estimated with any accuracy. 
‘Hongkong resident’ is of course a some- 
what misleading term as it includes any 
Chinese from the mainland who came to 
this colony for whatever reasons (often 
politically inspired), so that a very large 
proportion of these total asseta of 
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‘Hongkong residents’ in the US, and 
including US currency notes, can be sup- 
posed to be owned by Chinese emigrants 
and refugees, temporarily domiciled in 
Hongkong. | 

The important thing to remember is 


that Hongkong serves, like in commerce, 


as an international financial clearing 
house where Chinese interests, so far as 
total funds are concerned, dominate. The 
consideration of Hongkong’s position as 
one of the world’s leading entrepots has 
had convincing force on the otherwise 
unaccommodating financial authorities in 
London, and thus Hongkong was granted 
the privilege, while remaining a 
member of the sterling area, to operate a 
free exchange market which meant the 
buying and selling of US$ at market 
rates subject only to local and foreign 
demand and supply. The question there- 
fore has often been raised, and never 
satisfactorily answered, why then a free 
gold market was not to be extended the 
the same privilege. 

The refusal of Hongkong govt. to 
legalise gold trade (ie. imports and 
exports) has not in the least prevented 
this business to go on all these years. 
Only during the first few months of this 
year, due to internal feuds and cross- 
informing on each other, local revenue 
officers could seize large lots of gold 
thus inflicting heavy losses on the traders 
which were however not punishing enough 
to make them give up this lucrative 
business. 


When China passed under communist 
rule and the gold business in that country 
passed out, it looked for a time that 
Hongkong and Macao had to eall it a 
day and to turn, as far as the bullion 
circles with dil their many hangers-on 
were concerned, to new pastures. For- 
tunately for them, new demand though 
offering less attractive profit margins was 
discovered and Hongkong, with precious 
cargo coming as before in via Macao, 
once again did ‘business as_ usual’. 
As from the end of 1949 until today 
Hongkong exported to India and Far 


Eastern ports, mainly to Singapore, 
Bangkok, Rangoon, Saigon, Haiphong, 
variovs Indonesian ports, Chittagong. 


These exports are illicitly conducted, 
both here and in the receiving ports. 


Only when Macao exports gold directly, — 


by flying boats or by occasional steamers 
calling on that little colony of the Portu- 
guese which has not even an ocean harbor, 
can exports be legally made. (There have 
been a few airborne exports from Macao 
to Goa, Portugal’s colony on Indiay soil, 
but on account of competition there this 
business had to cease — 
being quite eapable to obtain supply with- 
out Macao’s muscling in). 

Profits in the gold trade have been 
enormous, and so have been the losses. 
From the following tabulation of highest 
& lowest gold and TT New York prices, 
and crossrates, an idea of the ups and 
downs, which are the sine qua non of any 
business, can be gained :-— 


Highest & lowest gold rates (per .99 fine tael of! 1.2033 oz troy) and gold cross- 
rates (per oz troy), and TT New York rates, and crossrates (per sterling) as 


quoted in Hongkong’s free market: 


(Note:—Gold rates in Hongkong from May 30, 1949 are no longer given per 
.99 fine tael but in the table the .99 fine tael price, as calculated on the basis of 


the .945 fine tael market rate, is quoted, which figure incidentally 
to the trading price for so-called export bars of .99 fineness). 

Gold per .99 fine tael Crossrate per oz 

‘highest lowest highest lowest highest 


HK$ HK$ US$ 
372 2822 543 
655 65 
3342 


corresponds 

TT New York Crossrate 
lowest high low 
US$ HK$ HK$ US$ US$ 
44 595 482 © 3 32 2.69 
453 608 478 3.35 2.62 
&60 497 3.23 1.86 
36 657 594 2.69 2.43 


(Note:—Quotations in 1950 were as follows for .945 fine gold, per tael $329 
high, 2493 low;. equiv. to .99 fine tael and oz rates $344.66—261.38 and $286.42—217.21 


respectively. 


Imports of gold into Macao have com- 
prised up to the end of 1950 a quantity 
of 614 million ozs troy. During the first 
5 months of 1951 imports totaled over 
500,000 ozs troy. The Macao govt, im- 
posing a Macao pataca 2 duty per oz 
(pataca and HK$ officially quote at par), 
have earned during the years 1947-1950 
an amount of about 12% million patacas, 
and this fortune, a real windfall for which 
Macao has to be thankful to Hongkong, 
has formed an important part in the 
annual revenue of that little colony with 
a population of less than 250,000, and much 
of the new building work and general 
improvements in Macao have been the 
result of the booming revenue of the 
govt. More important still was the 
‘income’ which the so-called licence con- 
trolling syndicate was able to make; 
every importer before importing must 
obtain a licence but such is available onlly 


against a ‘fee’ in addition to the moderate 
import duty of the govt. This ‘fee’ has 
varied in accordance with the market 
price position, i.e. when importers could 
make big profits by buying cheap in over- 
seas markets and selling dear to China 
or any other country in the Far East, 
the so-called syndicate (being themselves 
in the active gold business) squeezed 
some of these profits into their pockets 
by raising the fee. In recent months 
the fee, including the duty, was around 
HK$ 6 — 10 per oz; but at times it was 
as high as HK$ 26. The ‘syndicate’ has, 
up to the end of 1950, made a ‘profit’, 
well shared by all members of this set-up, 
of between HK$ 60 to 100 million. This 
fortune has to some extent gone into very 


useful private investments in Macao such 


as buildings, 


ships, piers, 
improvement 


godowns, 
of tourist 


services and 


utilities ete. The Macao public has every 


the Goanese 


-managed on the 


reason to be satisfied with the new 
wealth which, by virtue of the gold trade, 
has been channeled into their little living 
space. There are many in Macao who are 
jealous of the fortunes which the few 
select members of the ‘syndicate’ have 
piled up but it seems that this course was 
inevitable from the beginning when the 
gold trade for Macao was ‘discovered’ 
and pioneered by only a few far-seeing 
men who, very luckily for themselves, had. 
either power, money or connections — 
or all three of them. The pity is that 
Hongkong, both the community, through 
benefiting from higher revenue which 
could have been ours by way of gold 
import and export taxation, and the old- 
established bullion trade have not fully 
participated in the bonanza. | 

In this year the gold trade has continued 
to flourish. Fears of further deterioration 
in the political situation have increased 


investors’ holdings, in Hongkong and 
elsewhere in the East. Via Macao, 
Hongkong supplies a large area — being 


true to its role of the Far East’s major 
entrepot. But a substantial quota of 
Macao imports is locally taken up, thts 


eloquently testifying to the prosperity of 


the community — the fortunate members 
of it, at least. The commodity boom 
which has blessed such raw material 
producers as Malaya and Siam brought in 
its train greater purchasing power, and 
gold imports into Singapore and Bangkok 
have consequently been brisk. The out- 
look for good business in gold remains 
as bright as the _ political situation 
remains dark. 

During the first four months of 1951 
gold imports into Hongkong from Macao 
only (excluding small and erratic ship- 
ments from Taiwan, Manila, Indonesia, 
Indochina) have aggregated 443,000 ozs 
troy, a value of approx. US$ 20 million. 
Exports (rather reexports) have during 
January/April of this year totaled 345,000 
ozs troy, a value of approx. US$ 16 
million. Reexports were shipped to the 
following destinations (figures in brackets 
indicating ounces’ troy):— Singapore 
(148,000), Bangkok (136,000), India and 
Pakistan (43,000), Rangoon (10,000), 
Indochina (4000), Indonesia (4000). 


* * 


GOLD & EXCHANGE BUSINESS OF 
HONGKONG NATIVE BANKS 


The current business year is about on a 
par with the last one—business year 
meaning the period from one lunar new 
year to the next, ie. from about Februarv 


to February. The last ‘Chinese new 
year’ (the year of the lion) ended 
on February 5, 1951. While last year 


Chinese native banks, gold operators, ex- 
change shops and financial companies 
whole not too badly, 
considering the decline in exchange with 
communist China, the current year opened 
on a note of greater confidence in profits 
to be derived from gold transactions and 
commodity speculation. 

Since the state of affairs in the Far 
East remains uncertain and the prospects 
for ‘peace’ are none to reassuring, there 
should continte to be observed often 
violent fluctuations in a large number of 
commodities, and in gold trading there 


} - 


1951 
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sould be a lot of ups and downs, thus 
nut only attracting more _ speculative 
capital intu these two markets but also 
providing for the transacting banks ad- 
ditional profits from price differences. 
Some fear is expressed about the diminu-, 
tion of so-called idle capital in Hongkong; 
as long as large idle funds are available 
in the colony the native banks need not 


_ go out of their way to find speculators. 


But if a feeling of uncertainty about the 
local position should spread—which is at 
the moment unlikely to oceur—then idle 
funds would seek investments elsewhere 
with the result of putting many banks 
here out of business. The number of 
clients appears to be on the decline which 
reflects, in part, the lack of sufficient 
incentive in speculative markets and also 
the attraction of eapital by industrial, 
housing and other productive financing. 
Last Chinese business year was re- 
garded by most native bankers as the 
worst since the end of world war II. 
Exchange btsiness with China slumped 
until only a few banks conducted remit- 
tanees at free market rates, and profits 
in such transactions were whittled down 
to uninteresting margins. Other banking 
business was considered less remunerative 
by the majority of banks—such as com- 
mereial and other loans (though when 
granted against no or inadequate security 
often bringing 24% p.a.) which, at any 
rate, could only be advanced by a few 
banks whose capitalisation and deposits 
were strong. Gold forward business was 
the general line but while a few banks 
were lucky in their operations, a large 
number ended up in the 
banks derived profits from operating im- 
ports and exports of bullion thus enter- 
ing the field of ‘commerce’ at the expense 
of other, more traditional interests. US$ 
exchange was tending to be concentrated 
in the hands of a few native banks with 
good foreign connections,  particular- 
ly in New York, and with ample funds 
at their disposal. Most native banks be- 
came, as it were, tributaries of the few 
larger banks who accordingly made the 
rate ina small circle. Hoarding and 
speculation in commodities was more fre- 
quently observed especially after July 
when the Korean war commodity boom 
had fired the imagination of many a mer- 
chant and financier. Cotton yarn and 
other textiles, pharmaceuticals and indus- 
trial chemicals were objects of speculative 
interest by a growing number of native 
banks. They were also induced to enter 
this field on account of many short-term 


advances being granted to merchants and 


a motley crowd of persons with either idle 
money or good connections. 


The Goid & Silver Exchange Society 
had every reason to be satisfied with the 
last Chinese business year, their net earn- 
ings amounted to $1.4 million. The gross 
earnings were considerably larger as the 
Exchange provided for many items such 
as general staff and miscellaneous’ ex- 
penditure, bonuses, charities, running a 
free school for family members and 
friends of gold exchange members, sub- 
sidising sport and swimming clubs ete. 
The total number of members was 197 
and everybody received a dividend of 
$3300. Seats at the Exchange were how- 
ever lower in price; the maximum price 


vantages derived from 


red. Several 


was $70,000 but currently only some 
$30,000 can be obtained. Considering the 
high annual dividend and the material ad- 
conducting gold 
and other financial business at the Ex- 
change, the current price must be con- 
sidered as very low and a reflection of 
the general feeling of uncertainty about 
the future of Hongkong. | 


During the business year of 12 ‘moons,’ © 


the Exchange certified the fineness (of 
.945) of a quantity in excess of 500,000 
taels. This figure does not allow any 
conclssion as to the total of imported gold 
as gold exports are in most cases leaving 
the colony without the ,945 fine ‘chop’ of 
the Exchange, the bars being usually .99 
fine. Macao imported during 1950 a 
quantity in excess of one million ozs. troy 
most of which found its way into this 


colony. 


The following members of the Ex- 
change enjoyed prosperous. trading con- 
ditions last year, their profits exceeding 
in every case $1 million:— Pao Sang 
bank, the authorised agents of the com- 
munist authorities in China (esp. Canton), 
who put to good use the invariably large 
surplus funds of the said authorities by 
taking advantage of the gold forward 
market (both speculating in rates, and 
earning change-over interest), and they 
also operated the largest volume of China 
exchange and remittances. Chan Man 
Fat bank, well-known gold operators, 
derived probably the largest portion of 
their profit from lueky speculation in 
pharmaceuticals (esp. penicillin, strep- . 
tomycin and similar drugs). Hang Sang 
bank, leading gold importer from Macao 
whose connections with Macao’s_ prin- 
cipal gold traders, the Tai Fong bank, 
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have put them often in a dominant posi- 
tion here (they also sell so-called all-in 
import licences of Macao), had good 
business in TT New York and US notes 
and DD; as a side line cotton was played. 
Wing Lung bank have established them- 
selves as a ‘favorite’ with a large Euro- 
pean clientele, and their connections 
abroad and past performance are judged 
first-rate; their profits were derived 
from gold and US$ transactions, also 
ordinary banking business. This 
bank is one of the financially most re- 
sourceful in town. Shun Hang bank 
were enabled to conduct any form of 
banking as result of their strong capitali- 


sation: the firm is well-known as bullion 


refiner. Tao Hang bank, previously 
leading in Chinese exchange esp. with 
Shanghai, did good business in gold, US$ 
and commercial banking. 

The following banks also enjoyed good 
results: Tak Shun, King Fook (both 
prominent builion traders), Kwan Cheong, 
Sun Kwong Lee (specialising in bullion 
imports), Liu Hing Hop, Tai Sang (strong- 
ly capitalised), Cheung Kee, Choi Kee 
(successful speculators in the forward 
market). 

The losers were largely identified with 
the Shanghai group. Heavy losses were 
suffered by many a Shanghai financier, 
often involving his backers, a native bank 
or gold dealer. Proceeding in proper. 
though now oldfashioned Shanghai style, 
the Shanghai operators (when doing 
business on commission basis) were lavish 
in their banquets and otherwise indulged 
in ostentatious spending which, when luck 
went against them, only skyrocketed 
their over-all losses. Of the whole group 
only the Ming Shing Gold Co. and the 
Lin Cheong bank escaped without losses. 

Of the Cantonese group, the Kwai Kee 
bank and Wing Cheong bank managed 
to produce a favorable account, others like 
the Tak Fat bank and Han Tak bank 
showed red balances. Most members of 
the Swatow group were on the right side 
but two quite important banks, the Man 


Cheong and the Man Lee suffered losses — 
on dealings in gold (with Taiwan) and 


also in local transports 
revenue officers). 

- Money exchange shops were not hope- 
ful, seeing that the public frequents them 
less and less. The number of such 
‘shops’ is, of course, by far too large 
and some amalgamations would appear 
necessary in future. The leading ‘shop’ 
in this group is the Wing Cheong who 
reported good profit for the 
year. 


(seizures by 


* * 


SINGAPORE EXCHANGE & GOLD 
MARKETS 
In a city of more than 800,000 Chinese 
a black exchange and bullion market must 
exist and cannot well be _ suppressed. 


Besides catering to the overseas and. 


resident Chinese population in Malaya, 
numbering together 1.9 million, the 
Singapore, gold market, operated by 
Chinese of various extraction, supplies 
customers of Malay, Indonesian, Indian 
and some minor races. Europeans are 
also taking part in the business, mainly 
foreign exchange. 


well-organised affair. 


The Singapore and Malayan govern- 
ments do not permit exchange transactions 
at other than the official rates and they 
have, as elsewhere in the Commonwealth, 
proscribed dealings in gold. Nevertheless, 
unofficial or properly termed black 
markets are functioning and little inter- 
ference has been noted in the past. The 
authorised banks are not taking part in 
these transactions but most of them have 
their connections, usually through the 
compradore department where all non- 
permitted transactions can be conveniently 
put through. 

The economy of Malaya has not and 
does not suffer in any way from the black 
market activities; there is no flight from 
the local currency and the authorities, 
fully understanding the desire of the 
Asian peoples for possessing gold in 
various forms, do not seriously interfere 
with the bullion trade. If the British 
authorities had shown a different ap- 
proach in the matter of gold trading, 
resentment on the part of the Malays, 
Chinese and Indians would have been 
created who could have claimed that 


the exercise of the alien rule was oppres- 


sive. However, in order to comply with 
the exchange regulations as in force in the 


UK and also to abide by the request of 


the International Monetary Fund, prohibit- 
ing gold business among citizens, the two 
governments (in Singapore and in the 
Federation) have legally obliged the 
population to refrain from dealings in 
exchange at other than the official rates 
and to cease trading in gold. 

The exchange market is conducting 
business quite openly. Brokers’ are 
visiting commercial firms and many 
important companies, mainly Chinese, are 
transacting considerable volume of_ busi- 
ness. The large | overseas Chinese 
population in Singapore and Malaya is 
in the habit of sending to the relatives 
and friends in China (directly or via 
Hongkong) remittances which in the an- 
nual aggregate amount to a formidable 
sum. The exchange control permission for 
such transfers out of Singapore, even if 
only requested to Hongkong (which 
British colony is not fully ineluded in the 
sterling area as it operates a free ex- 


change market), is only granted with. 


reserve and limits placed on transfers 
are considered by the majority of remit- 
ters too low. Communications between 
Singapore and Hongkong being so smooth, 
the unofficial exchange business between 
these two colonies is a rather simple and 
In recent months 
the HK$ quoted in Singapore on the of- 
ficial and black markets at par but in 
Hongkong the Malayan dollar on the free 
market was sold at a discount; the 
official rate in Hongkong being around 
Mal.$ 5234 per HK$ 100 or HK$ 189% for 
Mal. $100, while the free market records 
fluctuations ranging between HK$ 170 
—180. But for a token sum it is not per- 
mitted to bring into Singapore any 
Malayan currency; nevertheless it is 
being done. On the Hongkong free 
market very large amounts of Malayan 
currency are obtainable, there is daily 
business and often brisk trading 

The US$ is regularly traded in Singa- 
pore but its importance, compared to 
Hongkong, is very much reduced. Average 


rates are between Mal.$ 3 to 3.20 per US$ 
1 (note), TT New York fetching a slight 
premium. The black market is_ easily 
accessible even to strangers as a host of 
small-time brokers are day and night on 
the beat in those districts of the town 
which are usually visited by foreigners. 
While the black market, as pointed out 
above, is almost exclusively operated by 
overseas .Chinese, the brokers which are 
so numerous and conspicuous are usually 
Tamils (mostly from French South India). 

Gold is being displayed in very many 
fashionable jeweler shops, such as along 
North Bridge Road, High Street, and in 
the business centre in and around Raffles 
Place. Any kind of erudely made-up 
to artistic gold ornaments are on sale but 
the resident population does not regard 
highly the possession of well-shaped, 
elegant or fashionable articles, being satis- 
fied with any goldsmith job as long as the 
article contains pure gold (almost all jewe- 
lery made for local consumption of the 
Malays, Chinese, Indians, Arabs ete. is 
around .99 fine, the odd fineness of .945 
which Hongkong, by force of legislation, 
produces, is unknown in Malaya). Besides 
the many goldsmiths in the three centres 
of Singapore (Raffles Place, Orchard 
Road, North Bridge Road areas respec- 
tively) there are many gold bullion dealers 
in the Mosque district (around Arab 
Street) who have far-flung connections 
from Aden to Indonesia. In that district 
there are many non-Chinese’ gold firms 
(mainly Mohammedan owners) who have 
been in business for a very long time. 

The appreciation of gold by the Chinese 
is wellknown and there are few people 
today in booming Singapore who cannot 
Sport one or more gold ornaments. The 
Malays, men and women, are also very 
fond of wearing gold, and so are the 
Indians. Besides local and Malaya 
business, Singapore enjoys also. some 
prosperous entrepot trade in gold which 
cannot be compared to Hongkong’s or 
Macao’s but which is nevertheless of some 
magnitude. Accurate figures are not 
easily ascertainable and dealers are averse 
to estimate for fear that the attention of 
the authorities could be drawn too much 
to their business. There are regular im- 
ports from Hongkong which in recent 


months has been sending about 40,000. 


taels (of 1.2033 ozs troy) per month, and 


this quantity has been taken up by the 


local market with ease. Additionally 
there are coming supplies from Siam across 
the northern border of Malaya, and from 
Indonesia. Exports or rather reexports 
are going usually to India (via French 
Indian ports). Prices are at times very 
much in excess of the Hongkong market 
but usually range from 10 - 18% above 
Hongkong’s. Gold coins are much sought 
after but prices are only slightly in excess 
of Nongkong (the English sovereign 
quoting around Mal.$ 50). US coins are 
freely on offer but there is a_ heavy 
premium levied on them (a matter also 
noticed in Hongkong) as a result of the 
preference given by Chinese to these coins 
who ignore their gold content and buy 
them, usually for hoarding and also for 
ornamental purposes (bracelets, arm and 
neckchains), very much as if they were 
beautiful ornaments in themselves. 
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While the enormous gold trade in Hong- 
-kong has recently led to energetic action 
‘by the authorities who have been able to 
| seize quantities which were valued for the 
first four months of this year at about 
HK$ 8 million, very little action has been 
‘taken by the authorities in Singapore. 
The illicit trade is well organised and 
without information from insiders or 
actually participants in the smuggling 
outfits, the authorities could never succeed 
in stopping the flow of gold in and out 
of Malaya. Considering the importance 
which Asians generally attach to the pos- 
| session of gold it might appear very 
unwise for any government, especially a 
non-Asian government, to interfere with 
the gold business; leaving matters as they 
are and closing both eyes to the traffic 
would recommend itself as a sound and 
practical policy. In the very improbable 
event of government freeing gold busi- 
ness conditions would greatly 
change; prices should come down to a 
level with European and American free 
bullion markets as the various commis- 
_ gions, transport charges, bribes etc, would 
be cut out. An increase in demand may 


then be noticed as lower prices would. 


attract more buyers, however, this 
hypothetic increase may not amount, 
under present inflation-like conditions in 
Singapore, to much seeing that the people, 
so far as they benefit from the commodity 
boom, are spending already without regard 
to cost. 


* * * 


BANGKOK’S GOLD & EXCHANGE 
‘MARKETS | 


The central bank (Bank of Thailand) 
permits free transactions in foreign ex- 
«change and all papers publish daily the 
quotations. In fact, the free market rates 
are the ones which are everywhere quot- 


ed, official rates applying only in case of. 


a small number of state-imported or 
essential commodities. 

As Siam’s exports show always an 
excess over imports the exchange position 
of the country is sound and the currency 
(baht or tical) does only marginally fluc- 
tuate on the free market. There is gen- 
erally’ much confidence displayed in 
the economic future of the rich country 
and new investments are proceeding apace. 
‘The question of political security has 
however been raised as a result of the 
Chinese communists’ aggressive designs 
in South East Asia. If the s read of 
communism in Asia ¢an be arrested, which 
means if and when the present adventure 
of the communists in Korea can be de- 
cisively defeated, ‘the prospects of Thai- 
land. are bright indeed. 

Gold is regarded by the population of 
Siam, both by the Siamese, the Chinese 
and the other smaller ethnic groups 
(Malays, Burmese, Shan, Khmer etc.), 
with the same high esteem as elsewhere 
in Asia. The local trade in gold is free 
but imports and exports are prohibited. 
Gold shipments in transit are however 
permissible such gold having to be elear- 
ed within a short: period (which is upon 
application suitably extended). In spite 
of the import embargo on gold, this pre- 
cious metal does regularly find its way 


the goods. 
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into the country, mainly into Bangkok 
which has developed after the war into a 
major bullion centre in the Far East. The 
authorities are aware of this fact and 
seem not to be concerned about its con- 
sequences, namely the weakening of the 
external value of the baht. Periodically 
searches are conducted but rarely are re- 
sults produced. The importing groups 
are Chinese, mainly the widespread Swa- 
tow group (Chiuchow natives) which has 
connections from Japan to Malaya. 
Hongkong figures as the principal supply 
base but other importing sources are not 
neglected in view of the fact, which re- 
cently has been emphasised, that Hong- 
kong might, at times, be unable to procure 
Gold reaches Bangkok usually’ 
by sea, it being either directly unloaded in 
the port of Bangkok or at the port of 
Kohsichang where lighters or other smal- 
ler river vessels receive the precious cargo 
from ocean-going ships. Some_ supplies 
reach Bangkok via the land border with 


Indochina and are transported in road 


vehicles up to the nation’s capital. 

In Bangkok the gold market serves the 
the whole country’s population (there 
being only two or three larger towns in 
Siam). irrespective of race or class. 
Everybody is welcome to buy and to 
sell, including govt officials who are 
good customers. There are innumerable 
gold and jeweler shops in the city, the 
most fashionable and well stocked ones 
along the Yawarad road and in sidestreets 
(located in the so-called Chinatown of 
Bangkok). Gold articles are displayed in 
the usual variety — rings, bangles, 
chains, plates with ornaments, decorative 
articles etc., all being polished to show a 
reddish tint rather than the more cus- 
tomary yellowish one. Gold in form of 
stamped weights (tael or Siamese baht 
weight), said to be 1000 fine, and in other 
forms for ready-trading as bullion (in lieu 
of currency or for hoarding of wealth) is 
everywhere available at prices which are 
published daily. There is a_ regular 
‘wholesale market’ functioning where not 
only the goldsmiths foregather but also 
the importers and exporters. Meetings of 
this exchange are daily held. The news- 
papers obtain the quotations (all per 


baht weight less frequently per Chinese | 


tael as traded in Hongkong and Singa- 
pore) and publish them in their daily 
editions. The only secret thing about 
the gold markets in Siam is the supply 
question; bunt it is a public secret. 

There are influential groups in the 
Thailand Govt. who advocate the legalis- 
ing of the gold trade, i.e. permitting a 
certain annual quota of imports and to do 
away with the present unrealistic system 
which has brought great wealth to the 
bullion traders and which has’ worked 
to the detriment of the consumers. Prices 
in Bangkok when compared with free 
market rates in western Europe and 
America are considerably higher, usually 
15%, and compared with Hongkong the 
Bangkok buyer has to pay on the average 
10% more. This high price results from 
the vagaries of the trade; imports reach 
Bangkok usually via Hongkong, but 


Hongkong obtains its supplies from Macao 


(the only place in the Far East where 
imports and exports are legal) after hav- 
ing paid international freight and insur- 


ance fees, the legal import, duty in.Macao, 
the various exactions imposed by Macao’s 


gold trade controlling syndicate, the trans- | 


port charges of organisations who, as 
recent seizures in Hongkong prove, run 
extraordinary risks and have accordingly 
to ask high premiums for this sort of 


transport, the commissions and profits of | 


the participating firms, and finally the 
transport fee for shipping gold from Hong- 
kong to Bangkok. If gold was to be 
imported into Siam without. any restric- 


tion, and in accordance with the usual 


requirements .of the public, prices in 
Bangkok should be only some 3 or 4% 
above the world market prices, The 


Siamese treasury might also derive some — 


income from imposing an import duty 
similar to the one in force in India 
though, for the sake of reducing living 
costs, at a lower rate, say, 2 or 3% of the 
local market value. Much to the chagrin 
of the public this often ventilated pro- 
posal has not been considered by the gov- 
ernment, 

Thus an incongruous position continues: 
a large portion of the gold which is being 
sold in the jeweler shops of Bangkok has 
earlier reached Bangkok’s. airport (Don 
Muang) only to be flown out again for 
destination Macao, from where, via 
Hongkong, it had returned to Bangkok, 
The Siamese govt. has shown business 
sense in allowing the gold transit trade— 
Hongkong has prohibited it altogether. 
The majority of gold imports into Macao 
(i.e. indirectly into Hongkong) are 
routed via Bangkok which is now one of 


- the principal airports in Asia. Scheduled 


airliners bring bullion to Bangkok where 
it is discharged at the airport (about 
half an hour by motor ear from the 
capital) and under customs officers’ 
supervision deposited in a specially con- 
structed vault, owned by a few importing 
firms (all being Europeans),. Previously, 
gold imports in transit had to be trans- 
ported by armored vehicle down the high- 
way to Bangkok and stored in bank vaults 
until the time of export came when the 
same rather risky transport back to the 
airfield was arranged. When in 1949 an 
organised robbery on one gold transport 
was staged, in which army officers were 


implicated, the importing firms decided | 


to build a strongroom at the airport so 
that the transport to and from the city 
was obviated. , | 


Usually exports of bonded gold are 
quickly arranged, in the best interests of 
the suppliers who are anxious to conclude 
a transaction as speedily as possible as 
payment of gold is only made on arrival 
of same in Macao (no advance payments 
or L/C opening or other commercial credit 
operations are customary in bullion trade 
which is on a strictly cash on delivery 
basis, the owner of the precious cargo 
being obliged to finance the transaction 
until final delivery has been effected). 
The Siamese govt. derives another profit 
from this transit trade in bullion; one 
of the state-owned airlines, the P.O.A.S., 
is now carrying almost all gold from 


Bangkok to Macao, and has earned very 


considerable fees from this regular busi- 
ness. POAS have for the purpose of get- 
ting the transport business acquired a 
Catalina flying boat which usually ac- 
commodates between one and two tons of 


| 
| | 


FAR EASTERN ECONOMIC REVIEW 


fine gold. The previous competitor ou 
the Bangkok-Macao run, the Macao Air 
Transport Co. (MATCO), owned by the 
same people who control the gold trade 
in »Macao including the issue of import 
licences, have had to leave the field to 
POAS. MATCO is now ferrying gold 
from Saigon to Macao (such gold arriving 
from various European sources, mainly 
from London, being deposited in Saigon 
with the Banque de L’Indochina and 
when a sufficient quantity, usually one 
ton, has been assembled, to be flown 
in MATCO’s flying boat to Macao). POAS 
may soon be amalgamated with the other 
state-owned line in Thailand, , the SAC 
(Siamese Airways Co.). 

If the government in Bangkok has been 
so businesslike about the bulion transit 
shipments, deriving additional profits 
from this trade by flying bullion from 
Bangkok to Macao, it might be expected 
that wiser counsels will prevail when the 
question of legalising imports may be rais- 
ed again. Otherwise there will linger on 
some suspicion that influential circles in 
the government or in the army—which is 
virtually in control of the affairs of the 


state though, it must be admitted, for the 
promotion of the best interests of the 
Siamese people themselves—have an in- 
terest in the prolonged illegality of the 
bullion foreign trade, securing, as it is 
presumed, some. benefits from overlook- 
ing the whole matter. One must under- 
stand, when appraising the general politi- 
cal situation of Thailand, that bribery 
and corruption are frequently encountered 
and in spite of the determined effort of 
the Prime Minister, Field Marshal Pibun 
Songgram, to smash these habits little 
headway has been made. On the other 
hand, many leading figures of the over- 
seas Chinese in Bangkok, having prosper- 
ed greatly during the post-war years, are 
prone to offer bribes which are. easily 
accepted by underpaid officers of the gov- 
ernment service. 

Thus it might be questionable whether 
under present conditions in Siam the very 
unpopular prohibition on the import of 
gold can at all be enforced and therefore 
many civic leaders have suggested that the 
government by legalising imports, at one 
stroke lowers the market price and earns 
a small percentage which, over one year, 
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may bring in considerable revenue for the: 
state. By lowering the market price, 


bringing it more’or less in Tine with world. 


market prices, the over-all financial posi-- 
tion of the country would also be bene-- 
ficially influenced as payments for bul- 
lion as purchased iby the general public. 
would, in the aggregate, be some 15% 
less than what they are today, and the 
exchange resources of the country (irres- 


pective of ownership) would be conserved. 
to the same extent. . - 
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Free market exchange rates have re- 


cently been moving within narrow mar- 
gins. 
of commercial banks in Siam for sterling 
and US$ ranged between 55—573% baht 
and 20144—2214 baht respectively. Cross- 
rates for sterling moved between US$ 
2.60—2.74. Developments 
are affecting the Bangkok exchange but 
on account of the general 
Thailand’s economy the baht rules firm 
and the tendency is upward. 


Average rates for cable transfers 


in Hongkong 


stability of 
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Cost of living has been slightly rising 
as has also been observed in other ecoun- 
tries, industrial and ‘backward.’ Year 


‘end 1950 the index of living eosts, based 


on 100 in 1938, was 1246 (in December 
1949, 1948 and 1947 respectively 1188, 
1175 and 1140). At the same time the 


index in the UK and the US was resp. 
186 and 178 (also based on 1938: 100). 
Wholesale prices in Bangkok showed in 


January 1951 an index of 1596, based on 
100 in 1938; at the yearends of 1949, 1948 
and 1947 the index was resp. 1488, 1616 
and 1689. At the same time the whole- 
sale price index in the UK and the US 
was resp. 297 and 229 (in Jan. 1951). 


Baht circulation in January totaled 
3389 million which amount was more than 
fully covered by reserves as follows (in 
million baht): govt. securities 370, other 
securities 128, foreign exchanye 1461, 
The note circulation 
has steadily increased partly as result of 
advance in general activity of the busi- 
ness community and partly of world-wide 
increase in prices. Circulation figures at 
yearends 1949, 1948, 1947 and 1946 in 
millions of baht: 2554, 2389, 2053 and 
2121. The big jump ‘oeeurred however 
only after the Korean war and the sub- 
sequent spurt in commodity prices the 
world over. | 


Volume of money available in Thailand 
as at Jan. 51, 1951+ notes in circulation 
3389 million baht, _ Bank of Thailand 
sightdeposits, govt. 275, bankers and 
cther 308, total sightdeposits of commer- 
cial banks 915, cash reserves of commer- 
cial banks 311 million. 


Indicative of the rise in business acti- 
vity, the clearing house figures show 
growing figures; end of January . the 
clearing total was 2269 million baht, while 
in December of the years 1949, 1948 and 
eer the figures were resp. 1313, 913 and 

21 m. 


Government returns are also a source of 
satisfaction to the country. Actual _re- 
venue in 1950 was 2145 million baht, 
actual expenditure 2253 m., composed of 
ordinary expenditure 817 m., 
current 1202, and special capital 233 mil- 
lion baht. In 1949 revenue totaled 1905 
m. and expenditure (incl, special) 2027 m. 
In 1951 the returns will, it is expected, 
show perfect balancing if not a surplus of 
govt. income. 


The loan position of Siam in also most 
favorable. External debts are negligible; 
internal loans outstanding as at end of 
January 1951 totaled 39914 million baht. 
The floating debt, ic. treasury bills, 
amounted in Jan. to 1126 m. (the average 
interest p.a. being 2.05%). 


There have been recently many new en- 
couraging factors in Siam’s economy but 
the principal factor has been the boom 


in commodity prices which has brought . 


new wealth to the business and farming 
eommunity. Siam, being an agricultural 
country with little industry and a popula- 
tion requiring little from abroad for the 
sustenance of their existence, has shown 
substantial export surpluses which for the 
past year will probably constitute’ the 


special 


Hongkong Fish Marketing Organisation 


Report for May 1951. 


Landings of fresh fish were extremely 
good for this time of the year, despite 
poor weather towards the end of the 
month, 


Purse-seiner fishermen are now in 


their main season and good catches have 


been reported from most districts. Unfor- 
tunately the wet weather made drying 
difficult and the purse seined fish when 
sold wet brought very poor prices. 


Unfavourable winds upset the activities 
of the Big Tail junk fishermen and their 
landings of White Herring were below 
expectations. Long Liner fishermen were 
also adversely affected by high winds 
towards the end of the month, otherwise 
landings of fresh fish would have been 
better. 


Taiwan again received a large percent- 
age of our exported salt/dried fish. Fresh 
fish exports to Singapore showed a de- 
crease. 


In comparison with last month, there 
was a slight decrease in the cost of both 
fresh and salt/dried fish. Fresh fish prices 
showed a 10% drop on last year’s prices, 
but salt/dried fish was up 20% on last 
year. These over-all fresh fish figures are 
apt to be misleading as they include the 

\ 


cheap purse seined fresh fish. A better 
indication is given by the price of Golden 
Thread which was slightly above that 
of last month. 


Monthly Costs of Fishermen’s Requisites. 


May, 1950 May, 1951 

Ramie (per | 

picul) $160.00-$230.00 $304.00-$329. 
Shu Leung 

(per picul)..  ° 40.00- 55.00 56.00- 67.00 
Tung Oil 

(per picul) . 180.00- 220.00 06- 288.00 
Salt (per picul) 4.50- 5.50 60- 6.25 
Ice (per block) 6.00 6.50° 50- 8.00 


The Mechanised Fleet now comprises 
127 vessels. During the month 2 Native. 
Type “Fish Collector’ (wooden) and 1 
Semi-European Type “Fish Collector” 
(wooden) were licenced. 


During the month, 249,400 gallons of 
water were supplied to fishermen in 
Aberdeen and 155,860 gallons at Kowloon. 
Efforts are now being made to establish 
a similar supply service at Shaukiwan. 


Kercosene allocation is likely to. in- 
crease slightly during the next few months 
as the main users of kerosene lamps 
are the purse-seiners who are now in 
their main season. Diesel oil allocations 
remained normal. 


Vegetable Marketing Organisation 


Report for May, 


Local production increased slightly 
during the month but imported vegetables 
dropped over 10% in comparison with 
last month. 


Local production was very good for 
May, being some 50% higher for this 
month than in any year since the es- 
tablishment of the Organisation. Bad 
weather has affected the crops and it is 
feared that a continuation of the wet 


weather will mean a decrease in pro-. 


duction. The downward trend in im- 
perted vegetables which started last month 
continued for most of May but there was 
an encouraging revival in the last two 


postwar record. As_ prices remain firm 
and the tension in the Far East is not 
abating, the export surplus for the cur- 
rent year should be still higher, and thus 
the exchange earnings of the nation may 
exceed its import and service demands. 


The baht should accordingly improve vis- 


a-vis the US$ and sterling and free rates 
are expected to approach slowly’ the 
official rates of the Bank of Thailand. 
This process is however contingent on 
the continuation of world conditions as 
ruling today, i.e. rearmament race, stock- 
piling, shortage of consumer goods, local 
wars. 


1951. 


days. It is understood from Importers 
that this improvement is due to the in- 
creased production in the Interior with 
the late start of the melon season. 


Average Wholesale Prices (all types) 


al Im 
1950 1951 1950 1952 

January 17.32 14.69 21.44 18.80 

February 18.93 12.61 25.75 17.26 

18.32 18.12 20.50 19.96 

24.40 27.13 20.79 22.46 

23.81 25.29 21.56 25.80 
21.39 17.13 
October 27.28 23.384 
November 18.67 18.72 
December 20.24 19.82 


The shortage of imported vegetables 
meant that local vegetables were in great 
demand. Prices were highest since last 
October but with the increase in imports 
at the end of the month came a 15% drop. 


Many meetings were again held with 
farmers. It is hoped that the Sheung 
Shui Vegetable Collecting Depot will be 
built next month; there has been a little 
delay due to difficulty over the approach 
road to the Depot site, but this is now in 


hand. 


The Organisation took over the distri- | 
bution of night-soil w.e.f. Ist May. 


P — 


26 


FAR HASTERN ECONOMIC REVIEW 


July 5 


HONGKONG’S TRADE IN APRIL & FOR 


Imports of merchandise into Hongkong during the month of April, 


1951, 


amounted to a declared value of $427,833,190 as compared with $247,116,248 in the 


month of April, 1950. Ahe figures include Government sponsored cargoes. 


Exports 


of merchandise totalled $496,806,255 as compared with $228,740,156 in April, 1950. 


Imports during the first four months of 1951 amounted to $1, 761, 238,737 as com- ~ 


pared with $1,096,625,776 in the first four months of 1950. Exports totalled $2,045,- 
401,171 as compared with $896,674, 186. 


IMPORTS & EXPORTS BY COUNTRIES FOR APRIL 


IMPORTS EXPORTS 
Countries April April April April 
Ses 1951 1950 1951 1950 
MERCHANDISE $ $ $ $ 
United Kingdom ............ 39,813,812 35,470,412 20,332,189 17,251,461 
ck 4,535,041 6,049,889 6,889,506 2,925,544 
239 ,249 197,086 1,798,823 667,082 
77,712,643 5,647,061 82,658,363 24,554 490 
Bornéo (Br,) 2,477,306 674,670 1,405,612 699,214 
wrest. Africa’: 1,174,500 413,669 
West Indies (Br.) .......... — 6,200 635,955 623,359 
Br, Commonwealth, Other .. 5,102,286 3,969,324 2,738,353 1,244 594 
11,053,849 1,854,605 962, 272) 474,287 
Central America ........:... 21,041 155,168 "758, 010 761,162 
China, Middle (Excluding 
............ 1,414,234 1,110,978 48 
927,755 657,115 2,092,952 1,442,223 
wrench Indochina ........... 2.111.436 1,677,295 2,528,811 2,981,433 
6,644,476 3,328,796 6,154,975 1,650,278 
19,274,324 7,425,212 22,517,841 11,080,005 
8,103,630 7,248,930 14,195,749 18,362,479 
1,692,803 3,992,591 424,259 633,628 
31,000 76,248 48,830 
Persia ives 428,764 — 20,952 22,070 
1,635,001 871.210 4,809,888 | 5,850,754 
Portuguese East Africa ..... — — 278,989 96,155 
774,260 24,607 553,208 - 832,087 
Switzerland 9,206,391 4,031,849 343,575 70,140 
6,816,414 17,118,218 4,768,089 7,384,642 
28,471,108 42,881,674 $10,428,420 14,529,847 
3 951,032 6,441,713 39,671,460 13,420,390 
TREASURE 
BINGGOM ...........% — — 2,122,140 464,625 
North Borneo (Br.) ........ — 139 000 
China, Middle (Excluding 7 
TOTAL MERCHANDISE 427,833,190 247116248 496,806,255 228,740,156 
TOTAL TREASURE .... 1,577,388 4,279,917 2,261,140 4,645,321 
GRAND TOTAL 429 410,578 251,396,165 499,067,395 233,385,477 
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Report of the Dept. of Commerce 
& Industry for April 1951 : 


JAPANESE TRADE, Exports declined 
severely from US$7,825,000 to US$3,808,- 
000 but new letters of authority opened 
for exports during the month totalled 
US$8,763,000 against US$7,997,000 in 
March. Import licences continued to be 
issued only for goods covered by Essen- 
tial Supply Certificates. Their total value 
was US$2,312,230. 

REVENUE. Total revenue collected 
for the month was over $200,000 less than 
the previous month. | 

SUPPLIES. (a) Rice:—There was a 
slight increase in the quantity of Govern- 
ment rice sold, the total being 10,684 tons 
against 10,428 tons in March. 


Preparatory work was begun with a 
view to the issue of new ration cards to 
the public during the month, 

(b) Sugar:—It was necessary to in- 
crease the price of white sugar from 50 
cents to 55 cents per lb retail Demand 
from ration card holders remains insigni- 
ficant. 

(c) Fuel:—Restrictions on the sale of 
coal were continued during the month. 
The difficult freight position makes it 
unlikely that they will be discontinued 

in the near future. Sales totalled 16,043 
tons which is roughly the same as in the i 


NOTICE 


AMERICAN INTERNATIONAL 
ASSURANCE COMPANY, 
‘LIMITED, 


NOTICE IS HEREBY GIVEN | 
that the Sixteenth Annual General 
Meeting of the Company will be 
held at the Company’s Head Office, 
11-13, Queen’s Road Central, Hong- © 
kong, on Wednesday, the llth day 
of July, 1951, at eleven o’clock in 
the forenoon, for the following 
purposes: 


To receive and consider the 
Report of the Directors, the An- 
nual Statement of Accounts and 
Balance Sheet for the year ended 
3lst December, 1950, and the 
Auditors’ Report thereon. ~ 


To elect Directors and Auditors | 
and to transact the ordinary busi- 
ness of the Company. | 


NOTICE is also hereby given that 
the Share Transfer Books of the 
Company will be closed from the 
6th day of July to the llth day of 
July, 1951, both days inclusive. 


By order of the Board of Directors, 


5B. E. FOSTER HALL, 
Secretary. 


Hongkong, 27 June, 1951. 
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IMPORTS & EXPORTS BY COUNTRIES FOR JANUARY TO APRIL 


IMPORTS EXPORTS 
Countries Jan.-Apr, Jan.-Apr. Jan.-Apr. Jan.-Apr. 
1951 1950 1951 1950 
MERCHANDISE $ $ $ $ 
United Kingdom .*.......... 170,798,700 152,214,969 75,990,529 51,252,006 
Ceylon 973,335 869,859 3,402,946 865,300 
East Africa (Br.) ........... 1 ,629 ,268 1,086,299 6,506,433 2,236,303 
New Zealand .............. , 972,986 587,820 2,097 ,345 1,108,098 
North Borneo (Br,) ........ 7,783,557 4,429,463 7,021,437 3,292,418 
4,760,172 5,390,233 8,188,162 2,166,720 
West Arica ........+. — 57,008 4,127,031 1,571,846 
West Indies (Br.) ......... ‘ 9,729 17,379 1,993,717 1,872,657 
Br, Commonwealth, Other .. 17,690,212 11,743,457 11,467,893 3,907,217 
44 458,630 13,584,115 3,965,243 1,999,545 
Central 2,459,077 530,177 3,339,049 2,001,034 
123,952,505 118,383,620 275,665,093 147,037,327 
ina, iddle xcluding 
30,059,747) — 45,614,104) 
Czé@cheslovakia .......:..:. 5,759,387 5,432,623 10,752 48 
6,234,960 | 383,116 4,597,915 1,040,145 
969,495 1,144,077 14,670 12,895 
42,337,399 18,011,514 10,712,836 2,469 
French Indochina ........... 8,878,632 . 7,690,569 7,701,080 6,828,280 
42,138,359 11,759,979 20,271,431 8,444,029 
173,119,477 19,496,109 107,215,606 41,856,146 
Morea Gout® ..........:.. 1,245,721 17,087 ,233 5,147,940 15,789,152 
4,130,357 12,416,699 2,249,606 2,044,020 
918,034 111,059 226,829 155,378 
824,125 242,984 101,108 
Portuguese East Africa ..... 1,790,381 9,500 652,272 415,240 
... 17,543,212 184,362 3,031,873 9,770,282 
772,426 211,512 69,000 
Switzerland ..... 36,093,946 20,700,219 2,189,294 809,607 
y 29,011,544 23,606,457 103,486,539 27,742,444 
7,190,439 10,134,223 8,428,650 10,443 982 
TREASURE | | 
— 2,767 3,983,025 2,438,753 
North Borneo (Br.) ....... — 570,570 
China, Middle (Excluding 13,440 — — 5,461,409 
TOTAL MERCHANDISE 1,761,238,737 1,096,625,776 2,045,401,171 896,674,186 
TOTAL TREASURE .... 2,232 862 8,625,331 4,695,467 18,436,043 
GRAND TOTAL ........ 1,763,471,599 1,105,251,107 2,050,096,638 915,110,229 


corresponding month in 1950. A further 
increase in prices was necessary. : 


Restrictions on the export of firewood 
from China were relaxed during the 
month. Asa result the market price fell 
below the ration price and rationing has 
been discontinued. 


INDUSTRY, Imperial Preference Cer- 
tificates and Certificates of Origin issued 
totalled 3,142. 


There was a slight improvement in the 
raw materials situation following the 
arrival of limited supplies from Japan 
and as a result of a special United King- 
dom allocation of 600 tons of Black Sheets 
of various gauges 3 


580 additional Essential Supplies Certi- 
ficates were approved during April, mak- 


ing a total of 3,326 issued since the middle 


of December, 1950. A further 26 applica- 
tions were cancelled and 57 refused dur- 
ing the month while 270 were receiving 


consideration on 30th April. 


PRICE CONTROL. There is little 
change in the general conditions reported 


last month. 


Seventy summonses were applied for 
against thirty-seven offenders, and fines 
totalling: $6,640 were paid into the Courts. 


APPENDICES 


1 REVENUE 


Revenue coliected under the following subheads 
amounted to (last month’s figures are given for 
comparison) :— 

April, 1951 1951 
$ 


European 


Local Native Liquor 405,342.72 448,516.48 
Imported European 

1,005,707.15 874,414.31 
Imported Native 

Table Waters ...... 78,618.58 48,124.58 
Hydrocarbon Oil .. 1,396,773.80 1,290,100.35 

61,231,158.98 6.454.516 .96 
April, 1951 March, 1951 

Duty from American 
Cigarettes ...... $ 557,427.96 $ 609,912.24 


2. DUTIABLE COMMODITIES (SEIZURES) 
(i) Tobacco 


Chinese tabacco ...... 1,154.5 Tbs. 
Chinese manufactured 
Macao cigarettes ...... 
Foreign cigarettes .... 6,640 
(ii) Liquor 
Chinese liquor ........ 


217.75 gals. 
Foreign wie ......¢% 77. ~+=bots. 
(iii) P.M. &T.P. 

Toilet preparations 


(mixed) 

Chinese medicines .... 748 bots. 
148 boxes 
146 pes. 


3. PROHIBITED COMMODITIES UNDER THE 
IMPORT AND EXPORT REGULATIONS 


(SEIZURES) 
Sulfadiazine ......... 49 pkts: 
Sulfathiazole ........ 1,000 tablets 
Paraffin Wax ....... 96 _—siIbs. 
Light Diesel Oil .... .5 ton 
62 rolls & 


| 
| 
4 pkts. 
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Hongkong Clearing House 
January-May 1951 
1951 
1,880,376,913 25 


1,561,989,850.61 


Bank Notes in Circulation 


Average Amount as Certified by the 
Respective Banks 


April 
755,876,770 


HONGKONG FREE EXCHANGE & 
GOLD MARKETS 
Review for the period cf May 28 to June 

30, 1951. 

GOLD:— For the five weeks’ period 
from May 28 to June 30, the highest price 

0234, equiv. to .99 fine tael and 0 

and $278.37—263.57 
respectively. The highest erossrate was 
US8S$43.85, the lowest 43. 


Following are the highest and_ lowest 
gold rates per .945 fine tael, in HK$: -; 


Week May 28—June 2:— 


high low 


opening rate 316}, closing 3163. 
Week June 4—June 9:— 


high low 
opening rate 316, closing 3143. 
Week June 11—June 16:— 
high low 


opening rate 3143, closing 318. 


bullish operations 
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FINANCIAL REPORTS 


Week June 18—June 23:— 


high low 
opening rate 318, ilosing 317. : 
Week June 25—June 30:— 

high low 


opening rate 3133, closing 3043, 


Market Developments: Week May 28— 
June 2: Market declined as Thai Govt 
sold bullion to redeem bonds; US$ rate 
levelled out and thus exerted downward 
influence on gold rate. 


Macao arrivals and increasing local stock 
further pulled rate.down. Week June 11 
—16: Rate recovered as Iranian oil dis- 
pute appeared to take a more _ serious 
turn; US$ prices advanced on large-scale 
buying; two native banks failed. De- 
clines of previous 2 weeks were recovered. 
Week June 18—23: Idle conditions; Iran- 
ian dispute offset the easiness felt about 
the possibility of Korean war settlement. 
Week June 25—30: Korean peace outlook 
brought about price decline and dishoard- 


ing; bulls liquidated but buyers were few. — 


Summary of the 5 weeks’ period: The 
outlook in Korea encouraged liquida- 
tions; sellers were in evidence throughout. 


Local stocks piled up, Macao contracted — 


deliveries arrived punctually, local bullion 
exporters found both transport and off- 
take abroad unfavorable. The elash in 
Persia was not deemed serious enough to 
on its outcome. 
Several banks and dealers had to admit 
bankruptcy which were caused by pre- 
vious heavy losses and current slow busi- 
ness. Tradings were on reduced scale 
and positions declined steadily. Outlook: 
If a negotiated settlement in Korea even4 
tuates prices will decline and remain de- 
pressed; however. there are many offset- 
ting influences in other parts of the 
world. Before Korean war outbreak local 
prices were about 10% lower than at pre- 
sent (viz. $265—280 per .945 fine  tael) 
and stocks were then considerably lower 
both here, in Macao and Far Eastern, 
markets. Now stocks everywhere in the 
area are heavy, speculative hedging has 
been strong, there is a tendency, in case 
of political detente, to defrost bullion 
hoards and reinvest capital in commer: 
cial and other undertakings. Local prices 
may decline under New York, Zurich etc. 
prices until stock pressure’ will be re- 
lieved; imports into Macao will end and 


with them also the profits for Macao 
treasury and private individuals in the 
Portuguese colony. Friction between 


Hongkong and communist China _ should 


be less noticeable when Korea has ceased 


Week June 4— 
9: Korean peace news caused easiness, 


9300. 


to be a battleground. But nobody really 
expects that peace will break out with- 
out some further anxiety—the political 
situation, basically, remains as explosive 
as ever. No fools’ paradise for capital- 
ists. 

Interest rates for the 5 weeks) always 
in favor of sellers, were as follows (in HK: 
cents per tael per trading week): 17; 14, 
15; 19; and 20 cents corresponding to an- 
nual yields of 3%, 214%, 24%%, 3%, and 
3%. Easy money among Chinese bank- 
ing circles caused low interest rate. 
Marginal holders were disgusted by low 
return. Outlook for higher rate of inter- 
est is now better as gold dropped and, 
will further decline. 


Tradings and positions for the 5 week 
period: 
daily positions 


Week tradings average daily 
taels taels average 
May 28-June 2 183,000 30,500 101,500 
June 4-9 .. 141,500 28,300 98,750 
June 11-16 137,500 27,500 97,400 
June 18-23 161,400 26,900 94,850 
June 25-30 175,300 29,200 96,500 


Among the larger speculators, the Pao 
Sang bank, agents of communist authori- 
ties in China, sold and took large over- 
sold positions, it being supposed that the 
bank had advance news of peace _ over- 
tures in Korea and Peking govt inten- 
tions. Gold importers were mainly sellers 
supported by the Canton group. Interest 
hedgers, Shanghai , Swatow and _ local 
groups were scattered buyers. 


Cash sales for the 5 weeks’ period: (in ” 


taels) 
jofficial unofficial total 
15,650 18,750 34,500 
17,550 13,050 30,600 
14,840 14,300 29,140 
18,270 10,500 28,700 
21,390 11,700 33,090 


Cash bar demand was small due to re- 
duced exports. 

Exports (unrecorded) from Hongkong 
during the period (in taels): May 28— 
June 2: to Bangkok 3900, Singapore 8500, 
Jakarta 2500, total 14,900. Differences 
for .99 fine bars on top of .945 fine price 
$15.10—15.40 (.97 fine $8.40). 

June 4—9: to Bangkok 4500, Singapore 
total 9800. Differences $15,40— 
15.50. June 11—16: to Bangkok 3300, 
Singapore 3700, total 7000. Differences 
$15.40—15.60. June 18—23: to Bangkok 
4700, Singapore 4500, total 9200. Differ- 
ences $15.50—15.80. June 24—30: to 
Fangkok 2500, Singapore 3600, total 6100. 
Differences $15.10—15.60 (for 97 fine 
$8.40). Exports were checked at times by 
HK Govt revenue officers’ seizures, Pro- 
fits of shippers ranged between 5 to 7% 
net. 
Imports came all from Macao and 
amounted to 75,600 taels for the five 
weeks’ period. Few seizures were made, 
smugglers operating with more caution 
and less internal arguments. Some casual 
arrivals from Manila were noticed which 
for the whole period were only 2000 taells. 

Local ornamental consumption was 
quiet, jewelers buying from  eustomers 
more old gold than selling ornaments to 
the public. | 


é 

| 

| 
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Macao arrivals for the 5 weeks totaled 
‘75,000' ozs fine. Cif Macao contracts for 
the 5 weeks were as follows: 23,000 ozs at. 
US$43.55—43.35; 18,000 ozs at 43.25—- 
43.15; 21,000 ozs at 43.26—43.23; 8000 
ozs at 43.65—43.55; nothing for week 
June 25—30, 


Loeal ecrossrates for the 5 weeks were: 
U8$43.85—43.60;  43.75—43.55; 43.65— 
-43.50; 43.80—43.55; 43.40—43.00. 


For the 5 weeks’ period highest | 
& lowest rates per US$100 were for US 


notes HK$ 6314%4—6204%, for DD 63214— 
62134, and for TT’ 63414—-623, equiv. to 
erossrates of US$2.521—2.576. 


Highest & lowest TT New York rates, 
‘per US$100, in HK$: 


high low 
| 631 6294 
DD high 629%, low 6213? 
notes high 629}, low 6203 
| high low 
DD high 6283; low 626}, 
notes high 6274, low 625 | 
| high low 
DD high 6323, low 628, 
notes high 6313, low 626}. 
high low 
DD high 631, low 6273, | 
notes high 6304, low 626}. 
high low 
629 6263 
- DD high 6283, low 624, 
notes high 627,*low 6203. 
Business done: | 
| Bank 
New York Drafts Notes 
US$ US$ US$ 
May 28-June 2 1,740,000 680,000 475,000 
June 4-9 .. 1,960,000 775,000 455,000 
June 11-16 1,350,000 570,000 430,000 
June 18-28 1,070,000 525,000 395,000 
June 25-30 1,120,000 540,000 410,000 


Throughout the 5 weeks the market was 
very steady until towards the end of 
June gold dropped pulling US$ with it. 
Korean peace reports caused the weak- 


ness. During the whole period there 
was good inquiry by gold importers, gen- 
eral merchants, Bangkok merchants (who 
usually are sellers) and by Red and 
Kuomintang Chinese agents. Sources of 
supply were overseas Chinese remittances 
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one bank failure, the Sun On bank, who 
did mot deliver US$180,000 in the middle 
of June. More careful handling of trans- 
ces he clients of native banks was the 
result. | 


and Philippine merchants. There was Quotations in HK$ were as 
OLLO'W 

Week per .99 fine bar per dollar coin per 20c. coins (5 pes.) 

6.24—6 16 3.95—3 .93 3.05—3.02 
6.10—5.95 3 €8—3.83 2.97—2).92 
6 12—5.90 3.90—23.80 2.94—2.90 
5 92—5.80 3 85—3.80 2. 90—2.86 


Prices continued to drop not on sellings 
but as a result of weak trend in London 
and New York, Total sales for period: 
220,000 taels in weight. Market was nar- 
row and transactions laggard. Apart from 
recorded imports, some Macao smuggled 
eargo arrived (originating in communist 
China), estimated at 30,000 taels, mainly 
in coins. There is not much hope for 
revival of silver trade as Red China is 
enforcing export embargo on silver and 
smugglers seem to have lost their nerve. 


HONGKONG SILVER TRADE IN 
APRIL AND MAY 1951: . 
In April Hongkong officially imported 

silver in bars 95,000 ozs valued _ at. 
$375,686 and in coins 302,999 ozs valued! 
at $1,180,450. Imports came from com- 
munist China 2800 ozs at $13,440, and 
from Macao 92,200 ozs in bars at $382,246, 
and 302,999 ozs in eoins at $1,180,450. 


In April Hongkong exported silver 
in bars 313,219 ozs valued at $1,608,750 
and in coins 100,040 at $513,390, all ship- 
ments going to the U.K. 


In May Hongkong imported silver in 
bars 46,600 ozs valued at $183,138 and 
in coins 195,951 ozs at $754,000, all silver 
arriving from Macao. 


| PBY DD PBY DD 
Week PBY notes sales Canton sales Amoy Sales 
May 28-June 2 ..... 261—250 240m. 234—222 350m. 250—240 160 m.. 
Fane 46 246—241 270 229-—217 420 245 95 
258—247 225 229—227 365 246. 120 
18 258—256 , 205 241—229 330 248—246 135 
252—249 195 243—231 310 246—245 125 


In May Hongkong exported silver in 
bars only, 65,559 ozs at $344,860 to the 
U.K. and 9333 ozs at $35,000 to Thailand, 
a total of 74,892 ozs at $379,860. | 


BANK NOTES MARKET: Highest & 
lowest rates in HK$, were for the 5 weeks” 
period as follows: Bank of England note 
15.78—15.68, Australia 12,80—12.64, 
Canada 5,80—5.78, Malaya 1.82—1.79, 
India 1.175—1.11, 
Macao 1.085—1.065, Siam 29—28.80 
per 100, Indochina 13.50—13.05 per 100, 
Indonesia 38, per 100, Japan yen 167—4 
158 per one million. 


CHINESE EXCHANGES: No changes 


in the official rates in communist Chinlay 


Rates are as follows, in People’s Bank; 
yuan per foreign currency unit: 
TT London buying 62,350, selling 


62,970; TT New York 22,270; 22,490; TT 


Hong Kong 3880 b, 3920 s. Gold per oz 
coin. 


buying 950,000. Silver per dollar 
12,500. US notes 20,040 buying. Hong- 
kong notes 3490 buying. | 


Crossrates: US8$2.80 per _ sterling, 


US$5.74 per HK$, US$42.2/3 per oz gold. 


Hongkong free market rates and busi- 
ness during the 5 weeks’ period: 


Rates are in HK$ per one million PBiyuan. 


Highest DD Canton rate was HK$243é 
lowest 217 per one million PB yuan, or 
PB yuan 4115—4608 per one HK$. In 
Hongkong, the HK$ is about 10% higher 
than officially in China. The black mar- 
ket in China depreciates the PB yuan, in 
terms of foreign exchange, by 10 to 15%. 

Hongkong traded Canton exchanges i 
terms of HK$ at the rate 97—98% per 100 
in Canton, sales totaled for the 5 weeks 
HK$175,000. 
review US$ and gold exchanges with 
Shanghai quoted resp. 85—90 and 88—99, 
for 100 in Shanghai; business remained 
small. Taiwan currency was firm; rates 


for gold and US$ remittances with Tai- . 


wan were 9714—981%4 and 99—101.1/2 


respectively. 
Chinese People’s currency remained un- 


assailable; internal prices rule unchanged. 


During the period under: 


Peace prospects in Korea may further 
increase stability of PB yuan. Black mar- 
kets operate in several cities but scope 
of business is of no consequence for PB 
yuan’s stability. The communist authori- 
ties have effected undisputed control over 
the nation’s finances. Similar optimistic 
appraisal of conditions in Taiwan where 
outlook, thanks to continued US assist- 
ance, ‘is favorable. 


HONGKONG FINANCIAL NEWS: 

Failure of Sun On native bank: 
bank, established about 3 years ago and 
capitalised by Mr. Liang Chin-Kai, manager 
of Dao Hang bank, Shanghai, and some 
partners of same well-known bank in 
Hongkong, concentrated on gold specula- 
tion, China and US$ exchanges. Since it 


Manila’ 2.13—1.85, 


This 
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HONGKONG COMMODITY MARKETS 


Merchants are still in doubt as to what 
commodities may be imported or exported 


under the new Importation & Exportation © 


(Prohibition) (Special Articles) Order 
1951, and the Dept. of Industry & Com- 
merece has been requested by the Hong- 
kong General Chamber of Commerce for 
publication of full details as to which 
commodities are affected by the prohibi- 
tion. 

Metals are hardest hit by the new re- 
gulations, which will be strictly enforced. 
It is estimated that stocks of metals in 
Hongkong seeking outlets amount to 
around 30,000 tons. As total sales regis- 
tered during the week came to oily 30 
tons of steel plates and a quantity of 
brass sheets purchased by local mann- 
facturers for industrial purposes, some 
indication can be gained of the extent to 
which business on the commodity markets 
was temporarily brought to a standstill. 

Doubts also extended to various cate- 
gories of industrial chemicals, and for at 
least a couple of days there was almost 
a complete cessation of business. 


started, the bank suffered losses in 
speculation but was hardest hit when 
its affiliate in Canton (Sang Yuen bank) 
was seized by the communist authorities. 
Assets of Dao Heng in Shanghai are frozen 
as the bank was accused by authorities 
there of having engaged in black market 
exchange transactions. The bank had to 
close down here in the beginning of June 
when it sold US$180,000 in New York but 
could not deliver this amount to the buy- 
er. There is also an overdraft of more 
than HK$500,000 which the bank has not 
yet settled with the local Dao Heng bank. 
Total obligations are around HK$2 million. 
A court case may ensue. 

Failure of Sing Kee bank: This bank 
dealt in China and US$ exchanges, 
speculated in gold and: shipped bullion. 
Recent local Govt seizures of gold hit the 
bank heavily. Debts are in the neigh- 
borhood of HK$1 m. Liquidation of bank 
is expected. 

Failure of Man Yik and of On Loong 
banks: These banks mainly operated in 
gold. Debts are about half a million dol- 
lars each. 

Gold Exchange: Annual meeting of Ex- 
change, held on June 15, elected as chair- 
man Mr. Ma Kam-Chan (manager, Tai 
Sang bank, wellknown local resident), as 
vice-chairman Mr. Poon Bok-Man (man- 
ager, Cheuk Kee bank). 


China produce, on the other hand, was 


marked by inereased arrivals of tungoil . 


Cwoodoil) of which 120 tons were received, 
ramie, gallnuts, and other items. Even 
eassia lignea, the export of which from 
China had been prohibited, arrived in 
small quantities. 

Anticipations of a cease-fire in Korea 
affected the markets by starting specula- 
tion as to whether the American embargo 


would be lifted and other controls taken 


off, or whether the existing system would 
be continued until the sincerity of Moscow 
and Peking had been tested. 


* * * 


Cotton Yarn 

British buvers continued to be interest- 
ed in Hongkong-made 10’s, 16’s and 20s 
locally-made cotton yarn: Double Swallow 
16’s sold at $2180 per bale and Golden 
Peak 20’s was transacted at £138 per 
bale cif. England. Local sales  ineluded 


Pine & Bamboo 20’s at $2030 per bale. 


Indian cotton yarn showed no prospect 
of improvement, in spite of lowered prices 
which failed to attract buying support: 
Three Fishes 10’s was offered at $1410; 
Kotak & Co., Krishna Kumar Mills and 
Phoenix Mills 20’s were quoted at $1930 
per bale; Hindustan & Co. 26’s at $2060 
per bale; Madura Mills Co. and Lakshmi 
Mills 32’s at $2080 per bale; and Cocatoo 
brand 40’s at $2660 per bale. 


Cotton Piece Goods 


Cotton piece goods continued to show 
price declines and a lack of buying in- 
terest. Indian grey sheeting was offered 
at $64.50 per piece and Luxmi grey sheet- 
ing at $62. Japanese Three Peaches 
white cloth stood firm at $84 per piece, 
while grey sheeting No. 2023 (Japanese) 
was held at $70 per piece with brisk 
sales. 


Metals 
Transactions in the metals market were 
at a standstill pending clarification of the 


new control regulations. Mild Steel 
Plates were in short supply and_ sellers 
refused to lower their prices: 4’ x 8’ 


were quoted at $190 and $180 per picul 
for 1/16’’ and 3/32’’ respectively; large- 
scale transactions were lacking in 1/8’’ 
which was offered at $125 per picul. Al- 
though without buying offers from the 
mainland, holders of Mild Steel Round 
Bars maintained prices: the average price 


of 40’ 5%’’-to 1’’ which had fallen to 
$62 per picul recovered to $65 at the- 
close; 5/16’’ sold at $83 per picul; 20’ 
5%’? to 1’’ were offered at $58 per picul. 
and 114’? and 11%4’’ at $62 per picul. 


Industrial Chemicals 


Prices of industrial chemicals showed a 
lower trend, merchants being wary of 
taking on large-scale commitments in 
view of the uncertainty regarding items. 
involved in the new _ regulations. Tan- 
ning extracts not being considered as: 


subject to control enjoyed good sales: 
Crown Quebracho Extract sold at 
$1.83/$1.85 per lb., and the Optimus: 


brand had sales at $1.48/$1.51 per Ib. 
Dutch Lithopone’ sold at the slightly 
lower price of $1.25 per lb. It being 
understood that additional import permits: 
would be issued by the mainland authori- 
ties for Japanese Calcium Hypochloride 
60% 50-kilo. drum, dealers took the op- 
portunity to build up stocks, transactions. 
taking place at $1.13 per lb. Petrolatum 
Yellow, finding exportation from Hong- 
kong difficult. was lacking outlets, the: 
price quoted was $1.08 per Ib. for dark 
and $1.13 per lb. for light. ICI Crescent 
brand Caustic Soda was quoted’ at 
$420/$430 per drum of 300-kilos. 


China Produce 


An official notification has been issued 
by the Canton Foreign Trade Control 
Bureat. that the export floor price of 
Tungoil (Woodoil) has again been raised, 
to £300 per long ton ¢.&.f. Europe. As 
a result, local prices were also raised: 
Woodoil in bulk went up to £300 per 
long ton and in drums to £325 per long 
ton ¢.& f.; unprocessed quality, without 
drums, was quoted at $270 per picul and 
export quality without drums at $272 per 
picul; export quality in drums improved 
to $290 per picul. Teaseed Oil at $252 
per picul did not attract buyers and even 
a selling offer at $248 per picul failed. to 
interest. Cassia Oil, unprocessed quality, 
fell to $2320 per picul. Aniseed Oil 
remained firm: unprocessed quality sold 
at $1160 per picul, but no interest was 
shown in export quality at $1200 per picul. 


The activity of Indian merchants in 
Cassia Lignea having subsided, the market 
closed quiet with marked up _ prices: 
80—lb. and 1l—ewt. bales were quoted 
by sellers at $91 and $92 respectively; 
loose-packing stood at $85 per _ picul. 
Ramie Fibres (Szechuen) Ist qual. were 
quoted at the nominal price of $290 picul, 
but 2nd qual, had sales at $285 per picul. 


— 


Published and edited by ERIC E. HALPERN for 
Ltd., at 322, Queen’s Building, Victoria, Hongkong.—Telephone: 


: 7 The Far Eastern Economie Review is published weekly. 
Printed by Graphic Press Ltd., 147 Jaffe Road, Hongkong 

* * * 
; Annual subscription rate: 360. Overseas £4.10 - or US$122.60. 
: Price per single copy: $1.20 


and on. behalf 
32429. 


of The Far Eastern Economic Review ; 
Cables: Ficom. 


| 
| | 
¢ 


July 5, 1951 


FAR EASTERN ECONOMIC REVIEW No. 1 


=e 


= 


- 
gs 


Z 


—— 


“I SLEPT LIKE A BABE” 


TWA’s all-sleeper Constellations are the 
answer to Businessmen’s travel problems! ; 
| ARRIVE REFRESHED AND | The luxurious and only fully air-conditioned hotel 


Twa 


= 


: READY FOR WORK in the Colony! 
| Book thru any Travel 
| Agent, Airline ° WA Tel: 58137/8. Kimberley Road, Kowloon. 
| L Shipping Line. TRANS WORLD AIRLINES Hong Kong 


TWA == TWA == TWA == = TWA TWA TWA 


George Falconer and Company (Hong Kong) Limited 


ESTABLISHED 1855 


NAVIGATIONAL, SURVEYING, | DIAMOND, PEARL AND PRECIOUS STONE 
| | MERCHANTS. 

SCIENTIFIC INSTRUMENTS. GOLDSMITHS SILVERSMITHS JEWELLERS. 
NAUTICAL PUBLICATIONS. | Exporters of 


| r RUBIES, SAPPHIRES, ZIRCONS, JADES, 
BRITISH ADMIRALTY CHART AGENTS. IVORIES AND CURIOS. 


AGENTS FOR U.S. HYDROGRAPHIC OFFICE. Wholesalers Retailers 


| ‘aphic A : 
Union Building, Pedder Street. & Telegrepae ddress 
Falconer, Hong Kong. 


Hong Kong REPAIR SERVICE Tel. 20148 
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} : World-wide coverage through one channel 
, (Incorporated in France with Limited Liability) 
) Capital: Frs. 1,275,000,000.— 
) 
3 
) 
HEAD OFFICE NX SHIPPING 
IMPORT & EXPORT 
96, Boulevard Haussmann, NOY OF 
, PARIS, THE EAST ASIATIC CO.., LTD. 
) HEAD OFFICE: COPENHAGEN. 
QUEENS BUILOUNG, 282 FLOOR, HONGKONG, 
BRANCHES & AGENCIES 34113-34114 
Bordeaux - London - Marseilles 
INDOCHINA & ASIA Branches 
. Saigon - Battambang - Cantho - Dalat - Haiphong - Hanoi | 
) Hué - Pnompenh - Tourane London Bangkok San Francisco 
) Bangkok - Canton - Hongkong - Hankow - Peking Hamburg Saigon New York 
Pondichery - Shanghai - Singapore - Tientsin - Tokyo as 
) Addis Abeba - Dharhan Dammam - Djeddah - Djibouti Karachi ~ Davao Montreal 
) Dire - Daoua - Hodeidah Rangoon — Canton Mexico City 
) PACIFIC Singapore Shanghai Sao Paulo 
Noumea - Papeete - Port Vila . Kuala Lumpur Hankow Santos 
) Malacca Tsingtao Recife 
Seramban Tientsin Buenos Aires 
. Banque de I'Indochine (Inc. California) San Francisco Klang Harbin Durban 
) Banque de I'Indochine (South Africa) Ltd, (Johannesburg | Penang Dairen Cape Town 
Port Elisabeth) Ipoh Tokyo Johannesburg 
| Pho. Teluk Anson Sydney Port Elizabeth 
! HONGKONG AGENCY Melbourne 
) 5, Queen’s Road, Central. , Other territories covered through 
) | | Manager: S. de CHAMPEAUX Agents and Associated Companies. 


ESTABLISHED 184] 


LMAN COMPANY LTD. 


@ MERCHANTS 
@ SHIPPING AND INSURANCE 
LLOYDS AGENTS 


HEAD OFFICE: 4A DES VOEUX ROAD, CENTRAL, HONG KONG. CABLES: GILMAN HONG KONG. 
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DODWELL & CO., LTD. 


Founded 1858 


BARBER LINE 


FROM U.S. ATLANTIC & PACIFIC COAST PORTS 
m.v. ‘‘TRAFALGAR’’ Due Hongkong 10th Aug. 


BARBER WILHELMSEN LINE 


TO PACIFIC & ATLANTIC COAST PORTS 


JARDINE, MATHESON 
a LO. 


14/18, PEDDER STREET, 
HONG KONG, 


HONG KONG, CHINA, 
JAPAN & KOREA 


via JAPAN 
Importers and Exporters, 
Loading Hongkong July Tea and Merchants 
m.v. “TALLEYRAND” ” ” 19th July Insuvence, 
mv. “TANCE Srd Aug. pping 
“TITANIA”? » 18th Aug. Air Transport, 


Accepting ¢argo on through Bills of Lading for tranship- 
ment cargo to South American and West African Ports. 


GENERAL MANAGERS: 


The Indo-China Steam Navigation Co., Ltd. 
The Australia China Line Ltd. 

The Hong Kong Fire Insurance Co., Ltd. 
Hong Kong Airways Limited. 

Jardine Aircraft Maintenance Co., Ltd, 

Breweries Limited. 

Ewo Cotton Mills Limited. 


GENERAL AGENTS: 


The Canton Insurance Office Limited 
_ British Overseas Airways Corporation. 
Shanghai & Hongkew Wharf Co., Ltd. 


AGENTS: 


The Glen Line Limited. 

The Royal Mail Lines Limited. 

The Prince Line Limited. . 

The Western Canada Steamships Limited. 


AUSTRALIA WEST PACIFIC LINE. 


TO BRISBANE, SYDNEY, MELBOURNE via RABAUL 
“ay “Ae Loading Hongkong 12th Aug. 


Accepting cargo for transhipment to Fiji 


FROM ADELAIDE, MELBOURNE, SYDNEY. 
& BRISBANE 


Due Hongkong 11th July 


STATES STEAMSHIP COMPANY 


PACIFIC SERVICE 
FOR VANCOUVER DIRECT THENCE 
SEATTLE & PORTLAND 


os. “OREGON” Loading Hongkong 9th July 


LLOYD TRIESTINO 
‘‘SEBASTIANO CABOTO”’ 

Dep. Genoa 18th July. Arr. Hongkong 22nd Aug. 
mv. ‘‘SEBASTIANO CABOTO’’ Loading H.K. 26th Aug. 
FOR SINGAPORE, COLOMBO, BOMBAY, KARACHI, 
ADEN, SUEZ. PORT SAID, VENICE, TRIESTE, 
LEGHORN & GENOA 


‘CANADA-ASIATIC LINES LTD. 


All the above subject to alteration without notice. 


BOOKING AGENTS FOR : 
CUNARD STEAMSHIP CO., LTD. 
B.0.A.C.— 
CANADIAN PACIFIC — QANTAS — 

P.A.L. 
8rd FLOOR HONGKONG & SHANGHAI BANK BLDG. 
DES VOEUX RD. TELEPHONE 28021/6 


The Pacific Transport Lines, Inc. 

Furness Withy & Co., Ltd. 
The Union Castle Mail Steamship Co,, Ltd. 
Alliance Assurance Co., Ltd, 

Atlas Assurance Co., Ltd. 

Queensland Insurance Co., Ltd. 

Guardian Assurance Co., Ltd. ; 
Bankers and Traders Insurance Co., Ltd. 
Triton Insurance Co., Ltd. | 
Lombard Assurance Co., Ltd. 

Economic Insurance Co.. Ltd, : 
The Employers’ Liability Assurance Corp., Ltd. 
The Merchants’ Marine Insurance Co., Ltd. 


THE JARDINE ENGINEERING 
CORPORATION LIMITED. 
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MAERSK LINE 


Managed hy 
A.P. MOLLER, COPENHAGEN. 


MOLLER STEAMSHIP CO., NEW YORK 
General Agents U.S.A. 


Fast Fortnightly Service to: 


“NEW YORK, BOSTON, 
BALTIMORE & PHILADELPHIA 
via 
SAN FRANCISCO, LOS ANGELES & PANAMA 


Accepting transhipment cargo for C2ntral and South American 
Ports, also for Caribbean and Gulf Ports. 2 


GORDON, WOODROFFE 
& CO. (FAR EAST) LTD. 


Edinburgh House, Hong Kong. 
BRANCH OFFICES 
TOKYO and OSAKA 


General Managers for: 
Pekin Syndicate Ltd., Hongkong. 


Associated Compantes: 
Gordon, Woodroffe & Co. Ltd., London. 
(Established 1868) 
Gordon, Woodrotfe & Co. (Madras) Ltd. 
Gordon, Woodroffe Morocco, S.A.R.L. Casablanca 
Gordon, Woodroffe Co:poration, New York. 


NEXT SAILINGS: 


m/s ‘‘LEISE MAERSK’? 
m/s ‘‘GRETE MAERSK’ 


Sole Agents: 


July 30 Biddle Sawyer & Co., Ltd., London. 
Also accepting cargo for Keelung and Japan. _ Gale, Baiss & Co., Ltd., London. . 
Special Strongroom Compartments. Gordon Woodroffe Leather Manufacturing Co. 
Refrigerated Cargo Space. Madras. 


ARRIVALS FROM U.S.A. Sissons Paints 
m/s ‘‘GRETE MAERSK’’ .... July 6 
m/s ‘‘OLGA MAERSK’’ ..... July 19 Goodyear Tyre & Rubber Co. (Rubber belting, 


Shoe heels, etc.) 


PRODUCE & GENERAL MERCHANTS 


Please apply to :— 
Building. Tels. 


““DAUBA MAERSR"” ug. 9 
wT 


For Freigat and Further Particulars 
Agents. 


ESTD. SINCE I850 


SWISS WATCHES 
Sole Agents: CARR RAMSEY & SON, LTD. 


ROOM 220. PRINCE'S BLDG. | 
HONG KONG. AR TELEPHONE 23248 
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